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ETER DRUCKER, in his book The Practice of Management, made this statement: 


“The demands on the skill, knowledge, performance, responsiblity, and integrity 
of the manager have doubled in every generation during the past century. Things, 
which in the twenties only a few pioneers in top management were aware of, we 
now expect young men straight out of school to be able to do. 


“Daring innovations of yesterday—market research, product planning, human rela- 
tions, or trend analysis, for instance—have become commonplace. Operations Re- 
search is fast becoming so. Can we expect this almost explosive increase in the 
demands of the manager to continue? And what can we expect to be demanded of the 
manager of tomorrow?” 


Ralph Cordiner. President of General Electric, has emphasized and pinpointed the 
importance of managers with this warning: “Not customers, not products, not plants, 
not money, but managers may be the limit on General Electric’s growth.” 


Mr. Cordiner has backed up this statement by establishing an Advanced Management 
Course for General Electric managers at Crotonville, N. Y. The GE management 
course covers 13 consecutive weeks, operates on a year round basis with approximately 
75 participants attending each course. GE managers who attend the course are re- 
lieved of their regular responsibilities for the thirteen-week period. 


Harold Smiddy, GE Vice President for Management Consultation Services and a 
distinguished authority on development of executives, is responsible for manager 
development in General Electric. He says, “No company, no industry, can afford to 
let managers just happen.” 


Many other companies also have excellent management development programs. 
They may differ to some extent, but on the following there seems to be a universal 
agreement: 


1. That management today is recognized as a distinct kind of work. 

2. That it requires specialized skills, aptitudes, and training. 

3. That sound management principles and practices apply to all kinds of organ- 
ized enterprise whether large or small—to all functions—and to all levels of 
management. 

4. That these principles and practices can be taught, learned, and further im- 
proved. 


Companies that are advancing their management practices recognize management 
education as a company responsibility as well as the responsibility of every individual 
manager. They take the position that companies which do not seek out and apply the 
best management practices will someday be at a competitive disadvantage. 


A manager must not only have intellectual respect for good management but his 
leadership responsibilities require him to assume the role of a teacher. He must 
recognize the gap which exists between his knowledge and understanding of good 
management principles, and the knowledge and understanding of his people. He must 
guide, coach, and impart his management knowledge and beliefs to his people. A 
good manager must be dedicated to management improvement and the development of 
people. 

The Society for Advancement of Management is a pioneer in management education. 
It is aware of its responsibility and its opportunity to further management educa- 
tion. During 1955 over 200,000 management representatives attended national and 
local S.A.M. activities. In the coming year S.A.M. is looking forward to an even 
broader program. 


JOHN B. JOYNT, National President 
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A popular current speculation concerns the over-supply of products 
in various lines and the inability of the market to absorb the surpluses. 
What's going to happen to the companies that get stuck with surplus 
inventories? Which companies will they be? Here is one company 
president's personal speculation. 


Small Business — 


A Look Into The Future 


gin paper is concerned with certain 
aspects of the future outlook for 
small business. In particular it is con- 
cerned with the problem of planning 
your sales and inventories, then selling 
your inventories. 

It would be wonderful if every com- 
pany could sell its products as fast as 
made, so that it would never have any 
inventory problems. 

But in the United States, where we 
operate under the competitive system, 
it doesn’t work out that way. Com- 
petitive articles are always clamoring 
for the consumers’ dollar and sometimes 
goods do not move. For the past ten 
years our country has been engaged in 
a tremendous upsurge of production. 
We are making a larger volume of more 
things for more people than ever before. 

Are we going to sell these things fast 
enough to avoid accumulation? Prob- 
ably not in every line. 

According to present indications, the 
supply of products in various lines is 
running ahead of the absorption ca- 
pacity of the market. As they say in 
the trade: “The pipe lines are getting 
full.” 

What’s going to happen? Some com- 
panies are going to get stuck with in- 
ventories. Just which companies will 
those be? 

Well, some of them will be companies 
that have incorrectly gauged their mar- 


kets or who have failed to redesign their 
products to suit customers’ needs. Some 
will be those whose costs of production 
are too high to permit competitive sell- 
ing prices; or those who fail to under- 
stand modern principles of marketing 
and distribution. 

So, as 1956 advances what will prob- 
ably happen will be that some com- 
panies, unable to dispose of excess in- 
ventories, will get into trouble. Some 
will struggle and finally survive. Some 
will go out of business either through 
merger or through liquidation. 

Do I seem to be painting a picture 
of alarm and disaster? Not at all! Far 
from it. 

I am painting a picture of the normal 
operation of the principle of compe- 
tition in a free economy. Such liquida- 
tion periodically has happened and will 
continue to occur. 

In fact it should take place if the con- 
suming public is to benefit from better 
products and lower costs. Competition 
improves products and cuts the cost of 
doing business and therefore tends to 
reduce prices to the public. 

Unless they mend their ways, the spur 
of competition eliminates companies 
with inefficient management, high pro- 
duction costs, poorly designed products 
and encourages constant improvement 
of products, lowering of costs and re- 
duction of prices. 


By William L. McGrath 


President 
The Williamson Heater Company 
Cincinnati, Ohio 


Therefore, under the competitive sys- 
tem we have in our country a mixed 
pattern of successes and failures. 

Let me digress for just a minute. The 
reason I emphasize our competitive sys- 
tem is that it presents such an amazing 
contrast to the business system that is 
employed in practically all the rest of 
the world, with the exception of Canada. 





WILLIAM 
L. 
McGRATH 
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the Williamson Heater Company for the 
past thirty years. In addition to serving 
as president of his own firm, he is a 
director of the Cincinnati Gas and 
Electric Company, the Fifth Third Union 
Trust Company and the Globe Wernicke 
Company. Mr. McGrath was employer 
representative on the American delega- 
tion to the 32nd to 35th Annual Confer- 
ence of the International Labor Organi- 
zation at Geneva, Switzerland. He is a 
past National President of the Society 
for Advancement of Management, the 
Cincinnati Chamber of Commerce, the 
National Warm Air Heating and Air 
Conditioning Association, and the In- 
dustrial Association of Cincinnati. 

















My seven years experience as a mem- 
ber of the United States Employer dele- 
gation to the Annual Conferences of the 
ILO in Geneva, Switzerland, brought me 
into direct contact with business men 
from all over the world. I learned that 
the concept of doing business in foreign 
countries is very different from ours. 


N Europe and many other places 

business is done under the protec- 
tion of cartels or monopolies and di- 
rect national ownership. In all cases, 
except Canada, business has government 
sanction for high prices, high margins 
of profit, allocation of markets. The 
public pays the price. Prices are set 
high enough to protect the market and 
highest cost manufacturers. Most of the 
public can’t afford to buy. And because 
competition is lacking, product is im- 
proved slowly if at all. 

So, under the foreign system the man 
in charge of a plant does not have to 
worry about inventory. He does not 
have to fear competition. The govern- 
ment will protect him. The other plants 
will not be allowed to cut his prices. 
He will get plenty of time to unload his 
inventory. The bank will not be per- 
mitted to call his loan. No competitor 
will be improving the product or in- 
troducing new features. The other 
plants’ sales organizations will not be 
allowed to solicit business in his terri- 
tory. Everything is under legal protec- 
tion by law, mind you, protected by gov- 
ernment. But the price of the product 
stays up and the public pays the bill 
and living standards stay low. The con- 
sumer is at the mercy of the monopoly. 
This is all legal in those countries but 
absolutely illegal in the United States 
of America. 

In the United States of America com- 
petition is allowed to play the part. 
Over here the consumer is boss. The 
buyer decides whose product he will buy 
and whether he will pay the price. The 
efficient producer makes a better article 
or reduces its cost and the public gets 
the benefit. To do that and stay in 
business, he must maintain a continuous 
flow of products from shipping room to 
customer. Otherwise products pile up 
in what is known as excess inventory. 

In the United States the management 
of every business has to make its own 
decisions in the light of its own cir- 
cumstances. If the decisions are right 
it will succeed, if they are wrong, it 
will fail. And I think that’s the way it 
should be for the benefit of the public. 
But our problem is to figure out what 
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policies, with respect to inventories, a 
company should pursue in order to suc- 
ceed in staying in business. Let’s take 
a hypothetical example. Let’s say, to 
make the illustration rather simple, that 
we have a company manufacturing gar- 
bage cans. Business seems very good 
on the surface. The Purchasing Depart- 
ment buys a lot of steel. The Produc. 
tion Department goes full steam ahead. 
But all of a sudden at the end of the 
year it turns out that the company has 
manufactured a whale of a lot more 
garbage cans than it can possibly sell. 
Did you ever try to sell garbage cans in 
a distress market to raise cash? Espe- 
cially if the cans were without lids or 
handles due to bad inventory and pro- 
duction control? Without lids or han- 
dles they are useless, unsalable, unfin- 
ished inventory. 

How does this company end up? It 
ends up with garbage cans sticking out 
the windows of all available warehouse 
facilities—and short on cash. Without 
enough cash it can’t pay its bills or its 
bank loans. It’s in trouble. 

Well, that’s an extreme illustration. 
But it points up the story I’m telling. 


i tees problem before American busi- 
ness is to make sure we gauge our 
production in proper relation to our 
sales possibilities, so that we will not 
have an accumulation of unsold, incom- 
plete products, unmatched parts or semi- 
finished material. If the dollar value 
put on inventory represents goods that 
cannot be disposed of in a competitive 
market, the financial statement is weak. 
It is short of cash. 

This is a matter of planning, and it 
starts with the sales forecast. 

How does one arrive at this sales 
estimate? 

First, one must study general eco- 
nomic and business trends because the 
overall business cycle may affect any in- 
dustry. 

Some of this information may be 
obtained from the newspapers and bvsi- 
ness magazines, but one can get much 
more information, systematically pre- 
sented, from a professional organiza- 
tion which is willing to disclose its tech- 
niques. 

By way of illustration let me tell you 
what we do in our own company and 
Not being 
able to afford our own staff of ecouo- 
mists, we subscribe to the services of 
the Econometric Institute. What they 
do for us is to forecast the overall trend 
of business in general and also provide 
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us with special statistics as to the po- 
tential market for our particular prod- 
ucts in the light of consumer acceptance 
and indicated public buying power. 

Business never stands still. By study- 
ing various indices the composite think- 
ing of a team of professional experts 
can gauge the trend. Though not al- 
ways right, if impartial, such a team is 
more often right than wrong. On the 
basis of expert forecasting, a business 
can do some very important provisional 
planning. 

But of course the overall trend of 
business doesn’t necessarily chart the 
direction of any particular industry. 
Each has its own type of markets, con- 
sumer preferences, prices, distribution. 

So, how do you interpret a probable 
broad economic trend in the light of 
your particular business? 

To illustrate, let’s use durable con- 
sumer goods, which is the field my com- 
pany is in. We make home furnaces 
and home air conditioning equipment. 
Other examples of consumer durable 
goods are refrigerators, vacuum clean- 
ers, mangles, washing machines, etc. 

Now, what is the potential market for 
any one particular item in the durable 
consumer field? It is made up of two 
factors: The first is the replacement 
market; for example, people who now 
have a furnace or a refrigerator but 
eventually must buy a new one when the 
old one wears out. 

The second is the new market created 
primarily by what we call in the trade 
“family formations.” When Joe Doakes 
marries Susie Smith and they get a 
home of their own that is a “family for- 
mation.” When that family is formed 
and the new home bought they are going 
to need a furnace, a refrigerator, etc. 


jp following is what we must find 
out and experts such as the Econo- 
metric Institute can help us. 

1. To what extent is a market for 
any particular product already satu- 
tated ? 

2. What is the potential increase due 
to family formations? 

Here are some examples. The Econo- 
metric Institute tells us that 97% of all 
American homes with electricity now 
have radios. To overcome this replace- 
ment market deficiency the radio indus- 
try has successfully carried into effect 
its sales program of “more than one 
tacio to a home.” 

Now let’s take a completely contrast- 
ing picture. The Institute gives us some 
figures on dehumidifiers, something new 
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in American households. Their estimate 
shows that only 1% of American homes 
wired for electricity now possess de- 
humidifiers. In that case the replace- 
ment market wouldn’t mean a thing. In 
that case, 99% of present homes wired 
with electricity might be in the market 
for their first dehumidifiers. There is no 
saturation. 

Do you see why figures of this sort 
are so important in estimating a poten- 
tial market, in scheduling production, 
and in trying to figure out whether you 
will, or will not be able to move in- 
ventory ? 


ow let me give you an example 
from my own business. 

We estimate that 50% of the present 
homes in the United States now have 
central heat. That 50% represents our 
potential replacement market. We esti- 
mate that the remaining 50% are 
sooner or later going to install central 
heat and that most of the new homes 
built from now on will have central heat. 

We base our potential market for fur- 
naces on that sort of calculation. 

We go into a new territory and find 
10,000 homes with central heat already 
installed. We estimate that a furnace 
has a life of twenty years. So on the 
average, in that community, 500 fur- 
naces should be replaced every year. 
We believe that our competitive posi- 
tion entitles us to at least 10% of that 
business. Our goal is sales of 50 fur- 
naces per year to the replacement mar- 
ket in that territory. 

On top of that we add our share of 
potential sales in new homes that will be 
built in that neighborhood. 

Now let’s take the other side of our 
business—the cooling business. Air con- 
ditioning is really just getting underway 
in this country. The market isn’t one of 
replacement. It is just the reverse of 
market saturation. The problem here 
is to sell the idea of summer cooling to 
people who have never worried about it 
before. And in that connection I want 
to digress for a minute. 

A new device does not sell itself. No 
matter how good it is, you won't get 
sales rolling in volume until you have 
done enough advertising, merchandising 
and good old-fashioned sales plugging 
to create the desire to buy. There are 
too many competitive articles clamoring 
for the consumers’ dollars. Many a 
marketer of a new invention has come 
a-cropper on that gamble and wound up 
with an unsalable inventory instead of 
money in the bank. 





When we get from an expert economic 
service, an estimate of indicated busi- 
ness trends and figures on the degree of 
market satutration, that is just the first 
step toward keeping inventory moving. 

We must come closer to home. The 
next step is to get the opinion of our 
own sales staff on anticipated sales. 

Conclusions on the general trend, plus 
reports of our own salesmen, enable us 
to build a sales forecast which serves as 
a guide for our production schedules for 
the coming year. Remember—your ob- 
jective is to produce all you can sell, 
but not to produce any more than you 
can sell, 


N | ow, if the experts plus your own 


salesmen say business is on the 
down-swing, what do you do? Well, 
you don’t do what they do in Europe. 
In Europe they say, “Well, we'll limit 
production to what we can sell at high 
prices and the government will protect 
us.” 

Instead, you start to figure out ways 
and means whereby you may be able to 
keep your sales up. You add some new 
features to your design, reduce costs, if 
possible, and adjust prices. Then you 
call your force together and say: “Look 
boys, we have a job to do. Our total 
volume of indicated business is less than 
it was last year, but we’re not going to 
let that lick us. We're going to try to 
maintain our volume. This may mean 
obtaining some business which our com- 
petitors now have, but if we are more 
efficient than they, we are entitled to it. 
“We do not wish to cause undue diffi- 
culties for our competitors but if they 
expect to hold their customers they will 
have to do at least as good a job as we 
do. And we are going to strive to do a 
constantly better job in sales effort, in 
cost control, in design, quality, etc.” 

That’s the way we do it in the United 
States. And that’s why, under our sys- 
tem, the customer always keeps on get- 
ting better value for his money and we 
have a steadily rising standard of living. 

But that’s only part of the story. After 
you gear up the sales force to try to sell 
the same volume they sold last year, in 
the face of a business decline, then you 
do a little hedging. You try to play safe 
both ways. If your economists think 
business is going down 10%, you go 
to your Purchasing Department and say, 
“Scale down your buying by 10%.” 

Every successful business utilizes a 
system of checks and counter checks in 
the control of production and inven- 
tories. In our company we follow the 


general pattern. However, we have 
found one thing to be necessary in the 
success of this or any other manage- 
ment control. This essential ingredient 
is understanding. 

To accomplish this we have a policy 
of getting together and talking it over. 
An efficient program, in order to suc- 
ceed, must be understood by all who 
participate in it. 

In our weekly meetings we measure 
actual results against our forecasted 
figures. We check sales trends against 
sales projections, by item of sale—the 
shipment to date by item—the percent 
of projection actually shipped to date, 
in relation to the present forecasted to 
be shipped; the unfilled order picture 
and the actual inventory related to pro- 
jected inventory by item of sale. When- 
ever wide variances develop, they are 
noted and discussed. We try to deter- 
mine whether our competition has 
stolen a march on us or whether our 
competitive position is better than we 
anticipated; and whether inventory ac- 
cumulation or depletion is developing. 
A decision as to the most desirable 
course of action based upon the com- 
posite thinking of the various division 
heads is reached and immediate rein- 
forcing or corrective action is taken. 


| ey commitments are regularly 
plotted, permitting adjustments in 
buying well in advance of our needs and 
ensuring: 

1. Material on hand to permit the 
supplying of our customers’ wants. 

2. The reduction to a minimum of 
any unnecessary inventories. 

3. The conservation of cash and its 
proper utilization. 

It is a dynamic control predicated on 
a basic understanding of the problem, 
using all possible reports on trends, and 
the welding of a group of men into a 
single unit, all working toward a com- 
mon goal. 

If, in the meantime, your Sales De- 
partment is successful in selling the 
previous year’s volume in spite of a gen- 
eral business decline, you can always 
speed up your orders for raw material 
and step up your production rate. But 
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you don’t let unsold inventory pile up, 
especially unfinished inventory. You 
might be able to sell the finished prod- 
uct in a slack market but it is almost 
certain that a slack market, or any other 
kind of a market for that matter, will 
not absorb parts which cannot be used 
unless other parts are also available to 
make the job complete and usable. 


i. that’s all based on the principle 
of competition. Competition is a 
perpetual struggle compounded of suc- 
cess for some and failure for others. 

But there is a winner in this whole 
struggle. There is one person who al- 
ways wins; and that is the customer. 

The end result of competition is bet- 
ter things for more people at lower cost. 
That is what we in the United States 
understand and believe. 

And we have learned what they 
haven’t learned in Europe: that if you 
can devise something new and interest- 
ing that people will want, and back it up 
with effective sales and merchandising 
methods, you can make more money on 
a low margin of profit on a high volume 
than you can make on a high margin 
of profit on a low volume. 

That is possible because in this coun- 
try there is no limit to human desires. 
In most of the rest of the world they’re 
still talking about supplying the basic 
needs of the people. We in our country 
have passed far beyond that. Today 
only about 25% of our working force 
is employed in supplying basic needs; 
75% is employed in making things 
that people want. There isn’t any rea- 
son why everybody shouldn’t have all 
today’s modern comforts and conven- 
iences, provided we can cut production 
costs through volume manufacturing to 
a point within reach of everybody's 
pocketbook. To cut production costs, 
production control and inventory con- 
trol are absolutely necessary. 

Now in conclusion I just want to go 
back to one more point on this subject 
of keeping inventories moving. If I 
remember correctly, it was Emerson 
who said: “If a man can build a better 
mouse trap than his neighbor, the world 
will beat a path to his door.” 

Well, that may have been true in 
Emerson’s day, but it certainly isn’t true 
now. If a man builds a better mouse 
trap than his neighbor but doesn’t put 
some sales and merchandising pressure 
behind it, he'll wind up with the mouse 
traps bulging out of his attic window 
and go broke because of excess in- 
ventory. a 
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it's not how fast, nor how much, but how well you read that really 
counts, according to this author. Reading used as a management tool 
is discussed here, and its importance to professional people who depend 
heavily on reading as a learning tool. As with any other skill, reading 
ability may be improved by the application of technique designed to 
train the mind to absorb the meaning behind the words. Mr. Zerfoss 
discusses here the method of guided reading. 


Are You Reading On The Run? 


— the rash of executive in- 
terest in “rapid reading” in the past 
several years is symptomatic of some- 
thing far deeper than the need to read 
more and read faster. It might be a tip- 
off to the busy executive, worried about 
his reading ability, that his real problem 
is not really skill improvement but read- 
ing management—the more effective or- 
ganization of his reading time and a 
more productive application of what he 
now reads. Despite the claims of rapid- 
reading programs that their trainees 
have actually increased the speed with 
which they consume the printed page 
(and most of those claims are not sup- 
ported with any accurate measurements, 
or any real proof of long-term gains), 
there is considerable evidence that the 
side effects on the people who have sub- 
mitted themselves to this type of forced 
training are not wholly desirable or 


_ good. The executive who appears to 


need reading acceleration the most 
might well be the person who is hurt 
the most by it—if those side effects are 
increased tension, irritability, and stom- 
ach distress caused by the pressures 
utilized in the training process. 

We must never forget that it is not 
how much or how fast we read, but 
rather the reading we put to work for 
us that really counts. Actually a man 
who reads one hour a day and “lets it 
go in one eye and out the other,” so to 


speak, might greatly increase the effec- 
tive use of that reading hour if he has 
a workable plan for retaining the per- 
tinent thinking he acquires and finds 
ways of tying these new insights and 
knowledge into his own experience, so 
that they can be used at the point of 
his own problem-solving or decision- 
making. 

Professional people depend very heav- 
ily on reading as a learning tool. Casual 
records made by management people 
to keep track of the way they spend their 
time leads me to believe that top and 
middle management people in a typical 
organization often spend 25 to 50 per- 
cent of their time reading. A good per- 
centage of this reading consists of a 
hurried but passive scanning of the cur- 
rent periodical literature that travels via 
office circulation lists. Under most con- 
ditions this vast amount of reading (if 
we can dignify it by that name) is 
guided mostly by proximity of the man 
to the magazine which happens to be at 
hand and the obligation to move it on 
to the next man on the list, rather than 
by any strongly felt need of the reader. 
Too often a man’s real objective is to 
check off his name and so conform to 
the circulation system rather than to 
find something important which he can 
put to use. 

In short, the typical practices for han- 
dling periodical literature almost insure 
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that nothing much of a constructive na- 
ture will come from a company’s maga- 
zine subscriptions. There is some rea- 
son to believe that unless they are used 
much more intelligently, there is but 
little value in having an executive lose 
the time it takes to go through the read- 
ing motions. 

All this is not in any way belittling 
the value of reading as a basic learning 
tool for the professional and technical 
man, but is merely pointing out certain 
abuses which have crept into our read- 
ing management that desperately need 
to be corrected. 

If a company is to make the reading 
time of its executives really productive, 
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several concepts stand out as important. 

First, we must know that there are 
two basic approaches to learning any- 
thing. We learn by doing things our- 
selves—this we call “direct” experience. 
However, if we are smart, we can add 
greatly to this basic learning by reading 
about what other people are doing and 
thinking. This might be called “vicari- 
ous” experience. The learning which we 
get from doing things ourselves is our 
basic backlog of “know-how”’—for 
which there is no substitute. Neverthe- 
less, the additional values which we get 
from understanding, interpreting, and 
associating our own experience with 
that of the experience of other people is 
of sufficient importance to make the dif- 
ference between success and failure. If 
properly done, reading is the most ef- 
fective tool known to an intelligent per- 
son to amplify and activate his own ex- 
perience. As an old German tradesman 
of an earlier generation used to say, 
“You can steal a trade with your eyes.” 
The reading experience, since it is a 
vicarious experience, is not nearly so 
deep-seated as personal, direct experi- 
ence; therefore it needs to be put into 
meaningful relationships as quickly as 
possible, lest it be lost, even as the 
printed page which contains it disap- 
pears from view. 


ECOND, this brings us to the realiza- 
tion that reading can be a mean- 
ingful activity or a most wasteful one 
—depending on how we do it, and what 
we do with it. May I repeat that the 
first step in reading management is to 
realize sharply that it is not how much 
we read or how fast we read it, but 
what we do with what we read that 
really matters. If this is accepted as a 
starting point, then by learning and 
practicing a few basic reading skills 
even a slow reader can make the time 
he now spends in reading result in a 
more effective contribution to his pro- 
fessional development. 

Also, it might be well to remind our- 
selves that if we are to read effectively, 
we need to put to work for ourselves 
several simple psychological principles. 

1. We must realize that when we 

read for a specific purpose rather 
than merely “reading in general,” 
our reading is more productive. 
This simply means that we can 
increase our batting average if 
we spell out in advance of the 
reading just what it is that we ex- 
pect or hope to get from the ar- 
ticle. Obviously this hope or ex- 


pectation should lie in the area 
of our present working needs, 
current problems, pending deci- 
sions, and choices-in-the-making 
much more than in the area of 
filling a “Mother Hubbard’s cup- 
board” of ideas with canned mor- 
sels and tidbits to be used in 
some future, and as yet undeter- 
mined, situation. The longer the 
time between the act of reading 
and the use of the idea which re- 
sults therefrom, the less there will 
be to use. 

As we sit down to read an article 
we must realize that reading ana- 
lytically and critically is far more 
productive than reading passively 
or endorsingly. The magic name 
of the author or his authoritative 
position in his field can uncon- 
sciously put us into an accepting 
frame of mind so that we might 
substitute his thinking, his con- 
clusions, and his judgments in 
lieu of our own. It is not what 
the author believes but how much 
of what he believes that we can 
integrate into our own experience 
that counts. 

Most people find that reading 
which is in tune with the writer’s 
plan of writing is much more pro- 
ductive than the usual “page” 
reading. Incidentally, herein lies 
one of the fallacies of rapid read- 
ing which is apt, through the tech- 
niques of word-counting, space- 
measuring, and timing, to lead us 
to think of pages of reading rath- 
er than a sequence of ideas with 
logical thought relationships built 
into that sequence. 

The reading process should con- 
tinue at the time of reading from 
an understanding of what is read 
to a personal reaction, in terms 
of one’s own experience, and then 
on into a resulting plan for put- 
ting the new learning into prompt 
use. If reading stops without this 
personal reaction and identifica- 
tion of a specific area of use, 
most of the value of the reading 
disappears and is forever lost. 
Except for a few rugged individ- 
ualists, a simple note-taking or 
recall system can be worked out 
which will double the usefulness 
of what we read and greatly in- 
crease reading efficiency by in- 
jecting it into working relation- 
ships which will make it pay off. 
Again, we must not forget that 
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reading is a “vicarious” and 
therefore a “weak” experience. It 
is soon lost if it is not promptly 
made our own. Like food, it must 
be digested, assimilated, and get 
into the blood stream before it 
can be useful. 


ew reader must ever be aware that, 
in the complex thing called read. 
ing, he is putting to work a number of 
specialized skills, each with a definite 
job to perform, depending upon the use 
we wish to make of our reading time. 
A quick look at some of these skills will 
illustrate this point: 

The Skill of Condensing Ideas—If 
we look at this skill from the point of 
view of the writer rather than the read. 
er, we think of it as the skill of sum. 
marizing, of digesting, of briefing-down, 
of synopsizing, or of précis writing. All 
of these written patterns have one thing 
in common—they reduce the general 
thought of the writer to an easy per- 
spective, capsulizing it for easy reten- 
tion and use. 

The Skill of Amplifying Ideas—This 
skill, of course, is just the opposite of 
the first skill. The skill of amplification 
calls for expanding the thinking of the 
author by thinking of additional illus- 
trations, examples from our own experi- 
ence, or adding additional details which 
will enrich, vitalize, and personalize the 
main point brought out by the author. 
The skill of amplification is particularly 
valuable to the reader in the step of 
making the author’s thinking his own 
and tying it into his own experience 
through bonds of association. 

The Skill of Selecting the Pertinent 
or Unique Contribution of the Author 
—This skill is basically a “critical” 
skill. An exercise in comparing and 
contrasting, it can also be a searching: 
out process. Naturally the more widely 
one reads in a given subject, the more 
comparisons with other authors he is 
able to make. Since in most articles 
dealing with a timely subject there is 
a great deal of overlap, sameness of 
viewpoint, or body of common krowl- 
edge easily picked out from artic'e to 
article, it is an exercise in reading econ- 
omy to be able to quickly analy’e 4 
given article and find that portion of it 
which is unique or different from that 
which might be found in other articles 
on the same subject. The practice of 
this skill enables the reader to come to 
a point of efficiency in his rea:ing 
where he is able quickly to identify 
given slants or viewpoints or philoso 
































Peer 





ey 
35 
tg 
a 
x 


























pt 
th 


ea 
al 


lil 


ul] 
in 


AENT 
and 
e. It 
vptly 
must 
| get 
» it 


yan | 


that, 
read- 
Ay of 
finite 
> use 
time, 
; will 


+—If 
nt of 
read- 
sum- 
own, 
. All 
thing 
neral 

per- 
elen- 


-This 
te of 
ation 
f the 
illus- 
peri 
vhich 
e the 
thor. 
ilarly 
Pp of 
own 
jence 


tinent 
uthor 
tical” 
- and 
hing: 
videly 
more 
he is 
rticles 
are is 
ss of 
row! 
cie to 
econ- 
ye a 
. of it 
1 that 
rticles 
ice of 
me to 
acling 
entify 
Liloso- 














AUGUST, 1956 


pies characteristic of certain authors. 
Once such uniqueness of style or view- 
pcint is associated with a given author, 
th: task of reading future articles by 
the same person becomes measurably 
easier. 

rhe Skill of Identifying Possible Uses 
anl Translating Those Uses Into the 
Reader’s Own Special Work—This skill, 
like that of amplification, calls for an 
extension of the author’s thinking and 
a deliberate associative attempt to tie 
the author’s thinking into the reader’s 
own experience so that the new experi- 
ence is projected into the job at hand. 
Certainly the ability to do this bridging 
from theory to practice, from ideas to 
action, is at the very heart of reading 
management. 

The Skill of Association of Key 
Words—This is the “economy” skill of 
associating key words and thoughts with 
major points. It puts our memory to 
work for us where it will do the most 
good. It is the tool we lean most heavily 
upon in the retention or storing of ideas 
in our minds for future use. However, 
it can be equally valuable in the note- 
taking processes and in the processes of 
translating reading into spoken words, 
conversation, and formal talks. 

The Skill of Generalizing and Relat- 
ing What We Read to Basic Principles 
and Other Viewpoints—While this skill 
is closely associated to the skill of iden- 
tifying possible uses, it differs perhaps 
in one major respect. The value of any 
specific idea which we might find in an 
article is limited to some degree unless 
we are able to associate it and relate it 
to a general idea which has wider and 
wider applications. This process of clas- 
sifying our ideas into larger and larger 


groups makes them much more valuable 
for continuing reference to make sure 
that we are able to bring them to bear 
on unusual problems and in situations 
which at first seem rather far removed 
from the use that first comes to mind 
at the time of reading. In other words, 
a single application is just one applica- 
tion and is only of immediate and lim- 
ited use until it is related to a basic 
principle or a generally accepted theory 
which enables us to transfer it and ap- 
ply it to many uses. 


QO F COURSE, there are many skills of 
reading other than those we have 
just mentioned, nevertheless, these six 
skills form a basic pattern of reading 
“know-how” with which the sincere 
reader can greatly increase the effective- 
ness and usefulness of what he reads. 
Since they are not only reading skills 
but also writing skills, few professional 
people have escaped practice in their 
use and merely identifying them as 
skills basic to good reading habits is 
probably all of the “re-training” needed 
to bring them to bear effectively as read- 
ing tools as well as writing tools. 

The writer has found the following 
little three-by-five-inch-card form to be 
a very simple and very effective tool to 
increase the effectiveness of his own 
reading program. 

The card, which has been filled in 
for this article, brings into use in a 
simple, natural, but functional way, the 
basic reading skills which we have jusi 
outlined. If the reader will take a little 
time to practice filling in a few such 
cards until he gets a tveling of freedom 
in their use, and then wi!] take an extra 
moment or two immediately after each 
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RESUME: 
really counts. 
| we have read. 
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It's not how fast we read, nor how much, but rather how well we read that 
Reading pays dividends only when it results in a plan to use what 


A simple note-taking system can insure real value coming out of the 
magazine circulation lists—which now are too often a waste of executives’ time. 


TOPIC: Reading Management 





article he reads to fill out the card 
(and incidentally, it adds very little to 
the over-all reading time), he will have 
taken the second and third steps in 
the complete reading process which he 
would otherwise miss, and _ therefore 
lose the essential value of the time spent 
in reading. 

Without use of the card, reading 
tends to be passive and use-delayed. 
Material once out of sight is easily for- 
gotten or placed in our good-intention 
file, never to be brought back into use 
again. By using the card, the extra re- 
action to the reading which the card 
forces the reader to make while the 
thinking is still fresh in his mind, and 
the immediate judgment and evaluation 
which it forces him to make in terms of 
projected use, go a long way to insure 
that something constructive and produc- 
tive will come from the time spent in 
reading. 

This is just another way of saying 
that reading is only as effective as the 
use to which it is put. A careful exami- 
nation of the card, front and back, re- 
veals that it is a combination of a li- 
brary card, a digest or resume of the 
article, and most importantly, a mental 
commitment of ways in which the ar- 
ticle can be put to work. 

The Resume section forces conden- 
sation of the article into the proper com- 
pression for easy evaluation of its 
worth. 

The Highlights section of the card 
encourages the reader to single out the 
unique contribution of the author, par- 
ticularly in terms of how that contribu- 
tion ties into his own needs, 





QUOTES AND NOTES: 


|. Reading to be useful must be: 
|. Purposeful 
2. Active—not passive 
3. Critical—not endorsing 
4. In tune with writer's plan 
5. Tied to own experience 

6. Applied to problem-solving 


Il. Reading skills can be learned: 


|. Condensing ideas 

2. Amplifying ideas 

3. Selecting the useful 

4. Applying to work activities 
5. Associating key words 

6. Generalizing and transferring 


“Except for a few ragged individu- 
alists, a simple note-taking system 
can be worked out which will double 
the usefulness of what we read... 
| and make it pay off.” 


USE: Executive development 
LOCATION: Company Library 








READING IMPROVEMENT CARD (Front) 





READING IMPROVEMENT CARD (Back) 
11 





The Quotes and Notes section on the 
back of the card gives the reader the 
opportunity to selectively bring out of 
the article interesting slants and view- 
points, short quotations which might be 
useful in talks, or research work, in ad- 
dition to his own comments or notes 
of a critical value. In other words, this 
is the reader’s work sheet in which he 
digests and assimilates the author’s 
thinking and really makes it a part of 
his own experience. 

The Use section moves the reader 
still further in the direction of final 
utilization of the material and forces 
him to review the possible areas where 
the article will have potential value both 
to himself, to his colleagues and asso- 
ciates, and in future situations which 
he cannot now foresee. 

And finally, the Location at the bot- 
tom of the card ties down that extra 
bit of information which makes it read- 
ily possible to bring the article back 
into play for future use as needs may 
determine. 

In the writer’s experience the intelli- 
gent and practical use of such a reading 
management card is all that it takes to 
put enough system and purpose into the 
reading process to turn passive, indiffer- 
ent reading into motivated, purposeful 
reading and to insure that the magazine 
circulation list begins to pay dividends. 


S° FAR we have considered the read- 
ing management card as a reading 
tool to improve the effectiveness of 
one’s own reading. However, it has 
other additional values which to some 
people may be more important than this 
primary value. For the manager who 
has a coaching responsibility for the 
development of his subordinates, the 
use of the reading management card has 
considerable guidance value in the de- 
velopment of the subordinate. One of 
the commonly listed techniques in indus- 
try used for the development of subordi- 
nates is the so-called “guided-reading” 
technique. This is the technique where- 
by the manager calls to attention of the 
subordinate certain articles, certain 
areas for study, and then throws to him 
the professional reading which is de- 
signed to give the subordinate knowl- 
edge and know-how in the desired field. 

While such a technique of guided 
reading works out all right in theory, 
in actual practice it leaves much to be 
desired. However, if the subordinate 
who is to do the reading is trained to 
use the reading card as we have ex- 
plained it, this card then becomes a 
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bond of communication between him 
and his superior. It will give the su- 
perior certain insights into the subordi- 
nate’s understanding of what he has 
read and the thinking process which he 
has gone through in attempting to turn 
the reading into practical use. It also 
offers the superior rich opportunities for 
extending the thinking of the article 
and adding in his own personal experi- 
ence as a coaching step. 

How often as a new man is thrown 
into his job is he called upon to read 
pamphlets, books, manuals, organiza- 
tional histories, product stories, etc., 
as an orientation step in his induction. 
If the objective of the orginzation in 
asking the new employee to read this 
material is to have him to get something 
from what he reads, using the reading 
card can be an additional step to check 
his retention, to correct false impres- 
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sions, and to get a more specific under. 
standing of what he has learned from 
the process. 

Used as a research step in starting 
new projects, a survey of the literature, 
by way of the reading cards which have 
been accumulated, provides an excellent 
first step and start in the right direction 
to be sure that the project gets under 
way with a broad understanding of 
what other people have done in_ the 
same field. 

All in all, whether we use the read- 
ing management card primarily for in- 
creasing our own personal reading effi- 
ciency, or whether we use it as a coach- 
ing device for the development of sub- 
ordinates, we have a management tool 
for turning our wasted reading time into 
an enriched experience which can be 
mutually profitable to us—and to our 
company. ‘ 
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The author of this paper makes the prediction that, in spite of the 
tremendous savings already realized by Industry through improved 
material handling, a continued cost reduction is possible for manage- 
ment to achieve through the method he describes here—Enginomics. 


Applying Enginomics For 
Better Material Handling 


M“ company, The Austin Com- 
pany, has been offering, for more 
than fifty years, what we term “Un- 
divided Responsibility” in the construc- 
tion field. This means exactly what it 
says: we engineer, fabricate, and erect 
the buildings that modern industry 
needs; and often we go farther, select- 
ing the economic site for our client’s 
plant and installing in it the production 
equipment ready to start manufacturing. 

It is this intimate association with 
our client’s engineering and economic 
problems from the inception of his man- 
ufacturing plant to its final realization 
that makes us concern ourselves with 
your business and your products. In 
fact, there is hardly any engineering or 
economic determination we are called 
upon to make, anywhere between the 
earliest conference and handing our 
client the key to his new plant, in which 
some evaluation of material handling is 
not involved. 

I'd like to throw a new word at you 
which some of us in The Austin Com- 
pany have been using to describe clear- 
ly, curtly and concisely our day-to-day 
approach to our business; it is ENGI- 
VOMICS. The parentage of this hybrid 
is obvious, but its meaning is far more 
than mere economical engineering or 
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even engineered economics. | don’t sup- 
pose that we'll shake down to a final 
definition for a decade; but here, for 
what it’s worth, is our first try at 
Webster’s art: ENGINOMICS: “Engi- 
neering which is based primarily on the 
economic considerations of a specific 
project, as distinguished from mechan- 
ical, esthetic, or pre-conceived consider- 
ations, in which cost or other economic 
factors are not controlling influences.’ 
It is in the field of Enginomics that 
the economical handling of materials 
most definitely becomes our business. 
In St. Louis, where we constructed 
an office building by the “lift-slab” 
process, a dramatic application of effi- 
cient material handling was employed. 
The principle of a “lift-slab” operation 
is that the ground floor concrete slab 
is poured and finished first and each 
slab for upper floors poured and fin- 
ished on it, and then, after being prop- 
erly cured, each of the upper slabs is 
raised as a unit to its ultimate elevation. 
The process of raising a 65 x 90 foot 
slab weighing some three hundred tons, 
as we did in St. Louis is, in itself, no 
mean feat of material handling; but we 
used each finished slab as an elevator. 
Since each slab was to be lifted from 
ground level to its ultimate position, we 
assembled on each slab, while still at 
ground level, all the masonry materials 
—cement, brick, sand and _ block— 


By Hamilton Beatty 


Assistant General Sales Manager 
The Austin Company 
Cleveland, Ohio 


needed to enclose that floor. In fact, 
we placed about two hundred tons of 
building materials on a three hundred 
ton slab and then lifted this five hun- 
dred ton mass to its pre-determined 
level, 15, 30, or 45 feet in the air. 

We’re doing a lot of other things on 
our construction jobs to mechanize ma- 
terial handling operations in the inter- 
ests of economy and speed, such as using 
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motorized concrete buggies, palletizing 
brick, and pre-bundling steel specialties 
and structural members. But that is a 
story in itself. 

Here I will describe how we apply 
ENGINOMICS to our client’s material 
handling problems. 

First of all, from a material handling 
viewpont, we have found that we can 
divide all businesses dealing with tangi- 
ble items into three classes: 

1) Businesses whose primary func- 
tion is material handling. (Railroads, 
barge lines, truck lines, express com- 
panies, the U.S. Post Office, grain ele- 
vators, etc.) 

2) Businesses for which material 
handling is a major operation. (Whole- 
salers, warehouses, retail stores, mining, 
feed mills, etc.) 

3) Businesses for which material 
handling is a necessary evil. (Includes 
practically all manufacturers.) 

For every business listed, “material 
handling” is synonomous with the 
“problem of material handling.” All, 
without exception, would be delighted to 
reduce their material handling costs. 
Their reason is fundamental: Handling 
material increases its cost, but not its 
value. In fact, handling material can 
decrease its value, through damage or 
spoilage. Admitting that material hand- 
ling is a problem, how do we solve it? 

Since all big problems are composed 
of a series of smaller ones—and this is 
particularly true of material handling 
on a plant-wide basis—the most impor- 
tant ingredient in our approach is to be 
sure we are encompassing the whole 
problem and not merely studying one 
part of it, no matter how large and im- 
portant that part may be. 


W: believe the preferred approach 
to a material handling study for 


a new plant or warehouse, or the ex- 
tensive modernization of an existing 
facility, consists of three basic steps: 

1. Reduce the handling. 

2. For the remaining handling, con- 

sider all possible methods. 

3. Select the method and plan eco- 

nomical and practicable. 

Since this analysis is the crux of the 
problem, a few comments are pertinent: 

1. Reduce the handling. 

This step is of fundamental impor- 
tance. The ideal solution for any prob- 
lem is to eliminate the problem. While 
material handling can rarely be com- 
pletely eliminated, the movement can 
often be drastically reduced and this 
should always be considered first. This 
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Figure A—This is part of the elevated structural-steel bridge network containing conveyor lines 
that carry finished products direct from the manufacturing buildings to Colgate-Palmolive's new 
soap warehouse in Jersey City, N. J. The new building (center background) receives the products 
at the third or fourth floors where they are automatically prepared for the palletizing machines. 
These automatic conveyor lines bring some finished products from manufacturing plans as far 


as three blocks away. 





is the principle behind many studies for 
locating new plants or relocating exist- 
ing plants—reducing shipping costs to 
a minimum by selecting a location that 
reduces the ton miles of movement. 

2. For this remaining handling, con- 
sider all possible methods. 

This step is obvious, but frequently 
slighted. To do this we must be com- 
pletely familiar with the equipment 
which is available and the various 
methods of utilizing this equipment. 
But it is also vital that there be no 
hesitancy in exploring new and untried 
methods which may not be possible with 
existing equipment. 

Not only should all methods and 


means of handling be considered, but 
at this stage a broad viewpoint should 
be maintained to include possible corol- 
lary benefits. 

Here consideration must be given to 
the two phases of material handling: 
movement and storage. Should move: 
ment from one point to another incl ide 
storage for work-in-process? Is there 
a more economical and _ satisfactory 
method of storage and how will it af-ect 
the choice of handling methods? 

Here, also, is a chance for introcuc: 
ing economies by changing the form, 
shape or container in which materia! is 
handled. This often extends the prob- 
lem back to the supplier, or ahead to 
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the customer. Will purchasing sheet steel 
in coils or sheets permit better han- 
dling? Should certain raw materials be 
palletized at the source for quicker un- 
loading and storage? 

The important point is that before 
moving into the cost analysis of the next 
step, we must be sure that we haven’t 
overlooked any type of handling, or 
any changes in receiving, shipping, 
storage and production, which might 
produce economies. 


3. Select the method and plan which 
is most economical and practicable. 
This step can be complicated by three 
difficulties : 


a. Inadequate records of material 
handling costs; 

b. The necessity of including items of 
building costs; 

c. New facilities always include other 
benefits besides those to material 
handling. 

A. Inadequate records of material 
handling costs: This difficulty 
isn’t always present. Many 
companies keep very good rec- 
ords of handling costs and thus 
provide a sound basis for esti- 
mating potential savings. 

B. The necessity of including 
items of building costs. When 
a piece of material handling 
equipment is replaced by a 
more efficient model, the 
changes in capital expenditures 
and operating costs are limited 
to a relatively few items. But 
when a new plant or warehouse 
is designed for improved ma- 
terial handling, many items of 
cost may be affected. For ex- 
ample, improved on-the-floor 
movement of goods may re- 
quire wider aisles than previ- 
ously; this additional building 
area must be included in the 
analysis, along with its light- 
ing, heating and sprinklers. 

Or higher stacking of mate- 
rial in storage may require a 
greater clear vertical height for 
the structure; this will affect 
square foot building costs. 

Similar, although usually 
less extensive, structural and 
building service changes will 
occur in any vigorous modern- 
ization. 

C. New facilities always include 
benefits besides those to mate- 
rial handling. 

The reason for this is sim- 
ple: there never has been a 


new facility built, whether im- 
proved material handling was 
its prime purpose or only a 
secondary objective, that did 
not also incorporate a host of 
other improvements. Invaria- 
bly, and quite soundly, if you 
are building a new plant, you 
take that opportunity to im- 
prove employee facilities, light- 
ing and ventilation, reduce 
maintenance, install better pro- 
duction equipment, usually in- 
crease the plant’s capacity, and 
often move it to a better loca- 
tion. 


UR cardinal principle—reduce the 

handling—is essentially the appli- 
cation of ENGINOMICS at the planning 
level and we will examine several ex- 
amples a little later. 

Our second principle—for this resul- 
tant minimum handling, consider all 
possible methods—is really much easier 
to state than it is to apply. And this is 
because of that word ALL—ALL pos- 
sible methods. Our greatest difficulty in 
trying to examine ALL possible meth- 
ods used to stem from the fact that 
there was, to our knowledge, no ready 
and usable check list we could use as 
a yard-stick in this vital phase of our 
material handling studies. So sorely did 
we need such an analytical aid that we 
developed our own; and today The 
Austin Company is happy to share this 
segment of applied research by present- 
ing the comprehensive chart entitled 
“A Basic Analysis of Material Han- 
dling.” (See pages 16 and 17.) 

Take a look at this chart and I'll 
run through it with you. And please 
remember that this is a device to ensure 
that all possible methods of applied ma- 
terial handling techniques are called up 
for consideration and study; it does not 
purport to displace ENGINOMICS in 
the selection of the best method, which 
is our third principle in carrying out a 
material handling study. 

Description of chart: The first col- 
umn on the left, labelled SYMBOLS, 
shows a series of formalized silhouettes 
which represent types of equipment and 
any resemblance to any specific piece 
of equipment made by any of your 
firms is purely coincidental. The next 
column is really the most important be- 
cause it shows all the forms in which 
raw material enters a manufacturing 
plant; and upon thorough analysis, it 
evolved also as showing all the forms 
in which finished products leave a 


manufacturing plant. 

Now, this far the analysis was easy, 
but when we started to move into the 
field of actually examining all the de- 
vices for handling materials the going 
got trickier. What were the factors 
which, in themselves, conditioned the 
use of material handling devices? And 
how could these controlling factors be 
defined, organized in chart form, and 
visually related to the FORMS of ma- 
terials? 

After considerable cutting and trying 
of different approaches, we came to the 
following conclusion: The selection of 
appropriate material handling devices 
is, in the first instance, controlled by 
these three factors: 


1. The grabbing device. 

2. The vehicle in which the material 
arrives or departs. 

3. The task or movement required 
by the manufacturing process. 

Taking up these factors in order, you 
see in the next vertical column the first 
selective process graphically illustrated. 
Grabbing devices are not universal in 
their application, although many are 
more nearly so than is generally rec- 
ognized. It is at this point in our chart 
where affinities between FORM and 
GRABBING DEVICES show up and 
here we clearly recognize that a rope 
sling won’t pick up sand, talcum pow- 
der, or gasoline efficiently. 

The ideal manufacturing operation is 
one in which the raw materials arrive 
at the point, at the time, and in the 
quantities required; are transformed in 
size and shape as they move in a 
straight line and in a constant direc- 
tion for the shortest distance; and the 
customer collects the finished product 
at the point and at the time it comes | 
off the end of the line. Of course this 
is an unreachable ideal. The weather, 
transportation, quantity purchase, and 
type of material make surge tanks nec- 
essary and economical at the lead end 
of the manufacturing process; and cus- 
tomers certainly don’t operate in this 
idealized fashion at the ends of indus- 
try’s production lines. 


Aw the actual manufactur- 
ing process, the entire operation 
between receiving the ingredients and 
shipping the product—all that goes on 
between the receiving and shipping 
docks of industry—can and must be 
controlled if costs are to be rigor- 
ously attacked. And it is in this area 
between entrance and exit that we had 
to examine the effect the task to be per- 
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In Memoriam 


It is with deepest regret that we 
announce the death of Channing 
R. Dooley, on June 25, 1956. Mr. 


Dooley was the founder and direc- 
tor of the Training Within Indus- 
try Foundation, Inc., and a member 
of the Society for Advancement of 
Management's New York Chapter. 


formed had on selection of material 
handling equipment and how the ship- 
ping and receiving vehicles conditioned 
both ends of the manufacturing se- 
quence. If you will now take a look at 
the remaining columns under the head- 
ing LOADING and UNLOADING, you 
will see how the vehicle which delivers 
incoming or dispatches outgoing mate- 
rials, conditions the type of handling 
device, and produces the second screen- 
ing point in our selective process. 

Our analysis further showed that 
tasks and movements required by manu- 
facturing and commercial processes uni- 
versally classify themselves under the 
two main headings you see on the right- 
hand side of the chart: Storing and 
INTRA-PLANT HANDLING. The or- 
der of these two operations as they are 
placed on the chart has no significance 
since, as you are well aware, storing 
precedes, mingles with and terminates 
the manufacturing span. 


INCE manufacturing is principally 
S dedicated to changing the shape of 
things, our chart had to recognize the 
difference in FORM of materials inside 
and outside of the manufacturing proc- 
ess and the spectrum of internal forms 
shows up in a column right next to 
STORING. So varied are the forms 
materials take in present-day manufac- 
turing that we found it far easier to 
illustrate the various form-categories 
than to label or define them. At the top 
of the column we show what every 
manufacturer wants to handle economi- 
cally, and what every one of you have 
had to wrestle with; A THING, awk- 
ward in shape, unbalanced in weight, 
bristling with protuberances, and prac- 
tically impossible to grab hold of. The 
rest of the FORM column is simple by 
comparison; rigid and non-rigid sheets 
and bars; tote boxes; and other familiar 
forms. 

The last selective classification comes 
with a determination of the plane in 





which intra-plant handling takes place 
and by recognizing this situation on our 
chart you will note how quickly one 
can sort out devices which can operate 
only in one working plane from those 
that have more universal application; 
and then establish the categories of 
devices which should receive detailed 
analysis and study in terms of the prob- 
lem at hand. 


E have found this chart very 

helpful in organizing and analyz- 
ing material handling problems; and 
we hope that you will find it equally 
helpful in your studies of application 
of specific devices to specific problems. 
We know that it will intrigue you and 
suspect some of you will find a specific 
application that doesn’t appear to be 
covered. For example, some one may 
know that more hopper cars of coal are 
unloaded with a car-dumper at tide- 
water ports than in any other fashion; 
and you'll not find the car-dumper sym- 
bol below hopper cars or across from 
bulk granular solids. Why not? Because 
when a hopper car is dumped it is not 
operating as a hopper car at all, but 
as a gondola. The chart often points 
out this sort of condition and always 
takes the problem back to basic ele- 
ments, a big feature in any analysis. 

With the selection of all categories 
of devices we are now ready to apply 
our third cardinal principle—select the 
method and plan which is most eco- 
nomical and practical. 

The scale of the operation (diesel 
engines or egg-beaters?), the tempo of 
the operation (intermittant or continu- 
ous?), and the geography of the opera- 
tion (one room or all over a million 
square feet?) will do the next screen- 
ing on a physical and mechanical basis 
and reduce the areas which must be 
tested for their economics of operation. 

It is in this critical area of study that 
your industry can constantly increase 
your contribution to better material 
handling applications by furnishing 
more and better cost data. The more 
that those of us who are concerned with 
the design of manufacturing processes 
and the structures which house them can 
know, and know accurately, about costs, 
the better the applications of your prod- 
ucts will be. Initial capital costs of 
equipment seldom tell the whole eco- 
nomic story and the more accurate in- 
formation you can give us about op- 
erating and maintenance costs the more 
satisfied will be our common customer, 
and the lower will be his handling costs. 
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You may not realize it, but firms like 
The Austin Company are among your 
most productive salesmen. Too often 
your own people are asked to bid on 
equipment whose suitability for the task 
has been determined by the purchaser; 
anl you cannot be sure that the request 
is based on the best selection, because 
not all of the operating conditions are 
known or revealed to you. The situa- 
tion is quite different, however, at the 
time The Austin Company is working 
with an owner on the design of his new 
plant. The integration of structure with 
process for lower costs clearly defines 
the conditions under which material 
handling must be done. This, of course, 
makes it easier for you to give intel- 
ligent advice on performance and the 
preferred piece of equipment for the 
task; but it also imposes on your ap- 
plication engineers the need for wider 
case-history experience and documenta- 
tion, accurate operating and mainte- 
nance cost data, and imagination and 
ingenuity in solving industry’s needs. 

This is a most critical stage in the 
evolution of a new manufacturing plant 
because it now begins to take physical 
shape and such basic decisions as clear 
height, width of span, shape of building 
have to be made. If we, with your 
aid, have done a good job of integrat- 
ing process, handling equipment, and 
structure, we'll have a satisfied customer. 


T* December 1955 FACTORY Man- 
agement and Maintenance there is 
an excellent special report entitled 
“Building to Fit Your Handling Job.” 
The opening section is most revealing. 
It points out that existing structures 
produce two-thirds of the handicaps 
manufacturers face in attempting to im- 
prove their handling of materials; and 
cites such characteristics as “multi-story 
construction, inadequate flooring, low 
ceilings, columns too close and so on.” 
There is no doubt that these are real 
handicaps to better handling installa- 
tions, but, from our own experience, we 
know that these same factors are equally 
limiting in replacement of manufactur- 
ing equipment with newer and more 
economical models. We will be doing 
our client a real service if we integrate 
his process with your equipment and 
with our building. 

I would now like to illustrate some of 
the points we have discussed by a few 
examples of modern commercial and 
industrial facilities, in each of which 
improved material handling was an im- 
portant objective. The Field Operations 
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Figures B and B-l—Especially designed mobile racks facilitate the handling of gas and electric 
meters between the meter shops, testing and storage areas and the loading area where trucks 
which handle all of Quebec Hydro's service calls stock up in record time. 


Center of the Quebec-Hydro-Electric 
Commission, in Montreal, is a fine ex- 
ample of a facility designed primarily 
for economical material handling. This 
is the service center for this large util- 
ity, which has 400,000 power custom- 
ers and 250,000 gas customers. All re- 
pair, service and field work is handled 
from this building. It contains a large 
garage, storage areas for materials and 
equipment, gas and electric meter shops, 
repair shops, inspection and testing de- 
partments, a general office and—outside 
—a large storage yard for pole and pipe. 

These facilities, now concentrated on 
one centrally located, 32-acre site, were 
previously scattered in a group of ob- 
solete buildings in the congested down- 
town area. The choice of the location 
alone resulted in a 20% average saving 
in travel time to and from the field jobs. 

In designing the new facility, each 
department and operation was studied 
to secure maximum operating efficiency. 
Material handling methods vary widely 
with the kind of job that has to be done: 
overhead traveling cranes, fork lift 
trucks, specially designed manually op- 
erated four-wheel trucks, and a yard 
crane with a 55-foot boom. 


ese of the economies are interest- 
ing. It used to take 2 to 3 hours 
to load poles on a pole-trailer; now it 
takes a half-hour. Previously, to unload 
a carload of poles, {Required 8 to 12 
hours for 10 to 12 men, now takes 8 
hours with 4 men. 

Loading and dispatching service 
trucks now requires 25% less time; and 
the meter departments handle a 30% in- 
crease in volume with lower unit costs. 

Probably the best overall measure- 
ment of improvement is the fact that 
the volume of material handled by this 
Center is three times what it was four 
years ago in the old quarters, but the 
personnel has only increased 50%. 

A radically different problem was that 
presented by F. & R. Lazarus & Co., 
who wanted a new bulk service ware- 
house for their department store in 
Columbus, Ohio. This warehouse han- 
dles items such as furniture, appliances, 
floor coverings, radios and television 
sets, bicycles and similar bulky items; 
it also contains the repair and service 
departments for such articles. 

Previously, Lazarus carried on these 
operations in four separate multi-story 
buildings. Expressed in their own 
words, the problem was: 

“* |, . we have tried to handle bulk 

merchandise in buildings not spe- 
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Figure C—A Mezzanine Deck overcomes the difficulties inherent in a one-story operation. Storage 
and processing facilities are provided, but without ramps or elevators. Goods on dollies or floats 
are placed on or taken off the mezzanine deck with fork trucks. 





cifically designed for it. We’ve had 
to move one lot of merchandise to 
get at another lot of merchandise. 
We’ve hauled goods for miles to get 
it out of the box car, and into stor- 
age, and out of storage and onto 
customer delivery. Besides the 
time-consuming inconvenience of 
this moving around, we’ve dam- 
aged merchandise, lots of it, be- 
cause most of it just isn’t designed 
for a life of travel... .” 
Here, obviously, the major problem 
was: reduce handling and movement. 


HE study of old operations, item 

by item, revealed the opportunity 
to design a warehouse with over a quar- 
ter million square feet, in which mosi 
of the merchandise—from receipt to de- 
livery—would move about 300 feet. 
This was accomplished by three de- 
cisions: 

1. Use of a long, narrow building plan. 
The receiving and shipping areas are 
along the length on opposite. sides of 
the building. Between them is the 
storage area—only 200 ft. in width. 
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2. Use of a mezzanine in the storage 

area. 
This mezzanine divides the building 
vertically into two 10-ft sections and 
permits full use of the cubage, with- 
out requiring merchandise to be 
lifted to unwieldy heights. 

3. By having incoming merchandise 
delivered immediately adjacent to its 
point of storage. This was one of 
the most effective means used to re- 
duce handling and movement. It 
was noted that most incoming deliv- 
eries were carloads or truckloads of 
similar merchandise, items which 
would all be stored in the same area. 

Therefore, the receiving area was ex- 
tended the full length of the storage 
area and 13 receiving doors were pro- 
vided. The railroad is advised at 
which door to spot each car so that 
its merchandise will be adjacent to its 
point of storage. Similarly, incoming 
trucks report their contents at an out- 
door speaker and are then told at 
which receiving door to unload. By 
this simple plan, most of the normal 
movement, from a conventional re- 
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ceiving department to storage, is ac- 

complished outside the warehouse in 

carload or truck-lots—and at no cost 
to the owner. 

Another unusual feature of this ware- 
house is that the mezzanine is open 
along its complete length. There are no 
elevators and merchandise to be stored 
on the mezzanine is placed on wheeled 
floats, which fork lift 
trucks. 

Complete flexibility in allocating stor- 
age areas was a necessity and was se- 
cured with adjustable shelving and the 
use of lift trucks and floats pulled by 
tractors. In certain areas. where fixed 
paths of movement were desirable—as 
in the carpet storage and workroom area 
—roller conveyors and monorails with 


are raised by 


electric hoists were used. 


pew the viewpoint of capital ex- 
penditures, this warehouse gives an 
important lesson—a much more costly 
warehouse could have been built, but 
it would have produced no lower ma- 
terial handling costs; a less expensive 
warehouse could have been built, but 
its economy would have been less be- 
cause of higher costs for material han- 
dling and maintenance. 

The design finally adopted was the 
one which held the promise of produc- 
ing the largest return (including all 
costs) for the dollars invested. This 
promise has been fulfilled. Some in- 
stances of actual savings are: 





a) Substantial savings on inbound 
freight costs; examples: on stoves. 
a 17% reduction; on mattresses, 
a 64% drop. 

b) Loss and damage to merchandise 
has been cut 63%. 

c) Payroll for delivery men reduced 
7%. 

d) Payroll for receiving, checking 
and reserve stock handling has 
been cut 11%. 

e) Special delivery costs (by non 
Lazarus trucks) have been slashed 
73%. 

Many other economies can be listed. 
but one extremely important benefit 
cannot be easily converted to dollars- 
the effect of better service in helping 
sales. This one feature alone would 
probably have been sufficient manage 
ment justification for the new facility. 
Formerly, Lazarus often required fou: 
to five days for delivery service on bulk 
merchandise. Today, two-day service is 
routine and 24-hour service is given, i! 
the customer asks for it. 

There has been a lot of talk about 
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using the air-rights over Penn Station 
right next door for a gigantic new build- 
ing complex. The new warehouse we 
designed and built for Shoe Corporation 
of America, in Columbus, Ohio, uses 
its inside “air-rights” uniquely for the 
movement, storing and re-use of ship- 
ping cartons. As incoming merchandise 
cartons are emptied they are placed on 
hooks on the same conveyor that hauls 
the “trolly” trucks which move the mer- 
chandise. These hooks carry the empty 
cartons to an ingenious pick-off that 
transfers them to a plow-equipped belt 
conveyor that dumps them onto a huge 
storage apron at the packing stations. 

This new Distribution Center for 
Shoe Corporation is a good example of 
the integration of structure and han- 
dling and was the result of an Austin 
Study and Report of the type I have 
been describing, as were the other ex- 
amples I have chosen today. 

The three buildings we have looked at 
have all been warehouses because a 
warehousing operation has all the han- 
dling problems of a manufacturing op- 
eration with the manufacturing left out 
right in the middle of the sequence of 
movement from receiving to shipping. 
Because of this, handling costs are sub- 
jected to much closer scrutiny, and in- 
efficiencies in handling are not con- 
cealed by added value of manufacture. 


* order to round out the picture I 
will describe, as a final exam- 
ple, a manufacturing plant that was 
built to reduce handling costs—that of 
the Lincoln Electric Company, Cleve- 
land manufacturer of welding machines 
and welding electrode. Lincoln had a 
modern plant but it had grown, in 
stages, until something drastic was re- 
quired if Lincoln was to effect the 
economies it visualized from an efficient 
handling layout. Therefore, an eight 
and one-half million dollar capital ex- 
penditure was made, justified solely by 
improvements in handling. 

The result has been referred to as “a 
stock room with a built-in factory.” The 
building has columns spaced 60 ft. by 
40 ft. Aisles are not provided for ac- 
cess to the machines, but for the stock. 
In the center of each 60 ft. bay, there is 
an aisle with stock on either side— 
usually on roller conveyors which carry 
it toward machines and assembly sta- 
tions along the longitudinal power con- 
veyors adjacent to each line of columns. 

The layout and handling studies re- 
quired about two years, and from these 
studies evolved three basic principles 





Figure D—This 1,200 lineal feet of the 1,320 foot drag link overhead conveyor is used to distribute 
incoming merchandise and to fill orders for shipment to retail stores at the Shoe Corporation of 
America's new Austin-designed Distribution Center at Columbus, Ohio. The operator is unhooking 
a float at Dept. 2 in response to the signal given by the slip in the numbered pocket of the float. 
Items picked up in Dept. | are already aboard the float, which will proceed to Dept. 9 after the 
merchandise called for in Dept. 2 has been assembled. 





which were strictly adhered to: 

1. The location of the machines and 
their operators was determined by 
the weight and minimum move- 
ment of materials. 

2. No piece is handled twice in the 
same form. 

3. (Actually a corollary of the 
above.) When material is moved, 
it is always set down at the next 
point of use. 

In practice, what these principles 
mean is that incoming materials and 
components are moved from the trucks 
of freight cars directly to the machines 
which will first use them; after that first 
operation on the material, it is then 
moved directly to the next machineing 
or assembly operation; and so on, 
through the plant. With the movement 
thus reduced to a minimum, the remain- 
ing materials handling is performed 


with maximum efficiency by a_plant- 
wide interconnecting system of overhead 
cranes, jib cranes, lift trucks, roller and 
power conveyors and a variety of spe- 
cially designed equipment and contain- 
ers, 


AS a result, there are stockpiles all 
over the plant and no interme- 
diate handling of materials from ma- 
chine to stockroom or vice versa. In- 

ventory control is completely visual. 
All four of the buildings have taken 
their shape because of the methods se- 
lected to handle materials within them 
as part of the total operation for which 
they were designed and constructed. 
And all of them have material handling 
equipment completely integrated with 
their structural frames. All of them are 
the result of our ENGINOMIC ap- 
x 


proach. 
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The importance of good letter-writing is something that is too seldom 
taken into consideration in business offices. A good letter can save 
time and induce a feeling of goodwill and friendliness in the reader, 
while a badly written letter may waste the reader's time, thereby 
incurring his wrath and leaving in his mind a bad impression of the 
writer and his company. The author of this article offers a few examples 


of both types. 


Letters Say More Than You Think 


— which discuss letter-writing 
programs usually defend or pro- 
mote them on the basis of efficiency. 
Adequate letter-writing techniques, the 
argument generally goes, save the time 
of a person dictating. Well-written let- 
ters are generally shorter than poorly 
written ones and thus save typing time. 
A good inter-office memo makes its 
point more quickly and more surely 
than a poor one and thus saves reading 
time. A letter that communicates ef- 
fectively does away with the need for 
the all too-frequent letters of clarifica- 
tion that waste time not in minutes or 
hours but in days. And time lost means 
money lost. All these arguments, of 
course, are valid; and _ letter-writing 
programs can and do make letters more 
efficient. The series of examples below 
will show that greater efficiency. 

But there is another reason for clear- 
ing away the tangle of unnecessary 
words and outmoded phrases that clut- 
ter up much of today’s business corre- 
spondence, a more subtle reason, per- 
haps, but a very important one. The 
reason is that whether they realize it 
or not, people judge a letter-writer as 
they read his letter; for a letter reflects 
a personality. Sometimes it reflects 
truly; sometimes not. But whether a 
letter really reflects the writer is the 
writer's problem; only he can control 
the situation. Thus if the reader gets 
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the wrong idea about him frém his let- 
ter it is the writer’s fault, not the 
reader’s, since the letter may well be the 
only basis for opinion that the reader 
has. 

Sometimes, too, a reader uncon- 
sciously assigns his opinion of a writer 
to the company that the writer repre- 
sents. An unfortunate correspondent, 
therefore, is a constant source of bad 
public relations. And even worse, his 
letters may be taken as testimony of his 
company’s inefficiency, stodginess, or 
even obsolescence—even though that 
company may be the most efficient and 
up-to-date concern in its field. 

What can one tell about a writer 
from his letter? Actually, the reader of 
a letter can decide a lot about the 
writer of it from the very first sentence. 
Take, for example, a letter which 
begins: 

In reply to your letter of July 19, 

in which you state that you received 2 

only No. 608 bottles (blue) with 

white stoppers and 2 only No. 609 

bottles (white) with blue stoppers, 

each pair of bottles packed and 
shipped separately, we have ques- 
tioned our order and shipping de- 
partments closely to discover the rea- 
son for the bottles reaching you with 
the wrong stoppers and in different 
shipments even though they were or- 
dered by you on the same order for 
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shipment at the same time by the 
same carrier so that you could most 
conveniently reship same to your cus- 
tomer as soon as they arrived without 
any loss of time or unnecessary con- 
fusion and without having to store 
one pair of bottles until the second 
pair arrived. 
Fortunately, not many people begin a 
letter that way. But many of them do 
load their opening sentence with too 
many unnecessary details. 

There is no need to begin a letter 
with a complete summary of the letter 
being answered. If the man doesn’t re- 
member what he wrote, he will probably 
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want to look at his file on the matter 
even if the answering letter summarizes 
his original letter accurately. For such 
a man, therefore, a writer need only 
supply in his opening sentence enough 
information for his reader’s secretary to 
find the proper file: the date of his let- 
ter, the item to be discussed, and the 
order or shipment number. 

And what if the reader does remem- 
ber what he wrote about in his initial 
letter? Or what if he has trained his 
secretary always to bring him the prop- 
er file with each incoming letter? At 
best he will think that the writer of the 
opening sentence quoted above is over- 
cautious and stodgy. At worst, his com- 
ments about him may be unprintable. 
For the writer is wasting this reader’s 
valuable time. 

The writer of such an opening sen- 
tence may also be doing himself a fur- 
ther disservice. The people with whom 
he corresponds regularly may get into 
the habit of skipping his opening sen- 
tence because they know that it merely 
summarizes what they wrote to him. 
Such a practice could result in their 
missing an occasional important piece 
of information at the beginning of his 
letter. His openings could also encour- 
age them to skip-read all the way 
through his letters with even more dis- 
astrous results. 


A LESS obnoxious opening sentence 
might begin: “We are in receipt 
of your letter of November 22 concern- 
ing ten-ton trucks;” or “This is in reply 
to your letter of November 22 concern- 
ing our ten-ton trucks.” Certainly these 
two sentences are better than the lengthy 
one quoted above. They don’t play back 
to the customer an unnecessary record- 
ing of what he asked. But they don’t 
say much either. They just tell him: 
“We're ready now to talk to you about 
your letter of November 22.” He has 
started to read; but the writer hasn’t 
said anything yet. Another version of 
this opening is: “Please refer to your 
letter of November 22 concerning our 
ten-ton trucks.” And a slightly better 
version is: “Thank you for your letter 
of November 22 concerning our ten-ton 
trucks.” At least in the last example 
the writer has thanked him in addition 
to telling him that he is about to say 
something significant. All of these open- 
ings, however, are liable to make the 
reader feel that the person who wrote 
them doesn’t know how to get down to 
business, likes to chat when he should 
be working, takes too long to shift gears, 


or is too lazy to think about what he’s 
saying and just reaches for a rubber- 
stamp opening. 

A still better beginning sentence is: 
“With reference to your letter of Decem- 
ber 13 concerning our Flat Black Paint, 
we can supply the 10,000 gallons you 
want.” Other versions of this opening 
are: 

In reply to your letter of ... 

As requested in your letter of .. . 

In line with your letter of .. . 

Complying with your request of . . . 

Such openings, at least, get off the 
ground. They give the customer the 
information he wants. The trouble with 
them, however, is that they are still 
rubber-stamp beginnings. They identify 
the writer as a man of little imagination, 
content to rely on old formulas. 


Ms letters can start moving with 
the very first word: “We can sup- 
ply the 10,000 gallons of Flat Black Paint 
requested in your letter of December 13.” 
Such a sentence not only starts quickly 
and avoids rubber stamps, but it is also 
considerably shorter than the “With 
reference to your letter of . . .” sen- 
tence. Again, why say: 
This is in reply to your letter of June 
8 regarding the Carbon Dioxide Ab- 
sorption Bulbs which you supplied 
on the above purchase order. I wrote 
to our customer in an effort to have 
him reconsider and accept this mate- 
rial. 
Why not say: 
When we received your letter of June 
8, | wrote to our customer in an ef- 
fort to have him reconsider and ac- 
cept the Carbon Dioxide Absorption 
Bulbs which you supplied on the 
above purchase order. 
A letter which opens: 
With reference to your letter of June 
30, we wish to inform you that the 
gear pump which you sent us for re- 
pairs against your purchase order No. 
6542 has already been repaired by 
the factory and returned to you with- 
in the past week. 
could better begin: 
The gear pump discussed in your let- 
ter of June 30 and sent to us for re- 
pairs (your order No. 6542) has al- 
ready been repaired by the factory 
and returned to you on November 7. 
The second opening sentence in each 
pair suggests a writer who is aware, 
flexible, and interested in what he is 
doing. 
Rubber stamps plague too many busi- 
ness letters. Letters of transmittal gen- 


erally begin “Enclosed please find” or 
even “Enclosed herewith please find.” 
“Enclosed are,” however, is certainly 
sufficient. 

Rubber-stamp endings are just as 
bad. Any of the following could be 
taken from one letter and put on an- 
other and say just as much or as little: 

Thank you for your cooperation. 

Thank you for your kind cooperation 
in this matter. 

Thank you for your consideration 
and cooperation. 

Your cooperation will be appreciated. 

Your fullest cooperation will be ap- 
preciated. 

Your fullest cooperation will be 
greatly appreciated. 

Your prompt cooperation will be 
greatly appreciated. 

Your prompt cooperation and con- 
sideration will be greatly appre- 
ciated. 

Thank you in advance for your co- 
operation. 

If these endings are intended to re- 
quest an early or an immediate reply, 
the writer could have said instead: “I 
would appreciate your reply by Novem- 
ber 24, the beginning of our next ac- 
counting period,” or “Could you let us 
have the necessary information as soon 
as you hear from your customer?” If 
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the letter requests some other sort of 
action, the concluding statement might 
better end specifically: “We would ap- 
preciate it, therefore, if you would sub- 
mit your orders in the future on the 
enclosed forms,” or “I hope that you'll 
be able to reroute your trucks soon so 
as to help us stop our local traffic jam.” 
And if the body of the letter doesn’t 
ask the reader to do anything, then 
there’s no point in its conclusion asking 
for his cooperation. 


ferme group of time and money 
wasters is: 

If we can be of further service, please 
do not hesitate to call upon us. 

If we can be of further service to you 
please do not hesitate to write us. 

May we have the pleasure of serving 
you further? 

If we can be of further assistance to 
you, please get in touch with us. 

If we can be of further service to 
you, please do not hesitate to let 
us know. 

Please do not hesitate to let us hear 
from you if we can be of further 
assistance to you. 

May we be of further service to you? 

If we can be of further service to you 
in any way, we will be glad to hear 
from you. 

Please do not hesitate to write to us 
when we can help you. 

Why not be more specific? 

We would be happy to send you in- 
formation about our other tractors, 
should you want it. 

I am always happy to consult with 
you about the installation of one 
of our presses. 

Please call me if ever our equipment 
should fail to live up to our guar- 
antee. 

No one reads rubber stamps anyhow. 
Furthermore, a writer who tacks them 
on only indicates to his reader that he 
is neither considerate nor efficient. 
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The tone of an opening sentence also 
tells something about the writer. Take 
the following as an example: 

Dear Jim: 

Please be advised that we are order- 

ing herewith 3000 each Man-Ray 

tank assemblies, No. 724. 

Aside from the fact that the words 
“Please be advised that” and “herewith” 
are unnecessary, the letter is an insult 
to the reader. If the writer knows the 
person to whom he is writing well 
enough to call him “Jim,” he shouldn’t 
address him in such high-hat, formal 
language. “Please record our order for 
3000 each Man-Ray tank assemblies, 
No. 724” is not only shorter but more 
friendly. And “We'd like to order 3000 
each Man-Ray tank assemblies, No. 
724” is even more in keeping with 
“Dear Jim.” The writer of the follow- 
ing offends in a similar way: 

Dear Bob: 

This confirms our comment of last 

Thursday when we congratulated you 

on the beautiful product you will have 

on the market in 1956. 

A man who knows the person to whom 
he is writing well enough to call him 
“Bob” shouldn’t use the cold, formal, 
editorial “we.” Nor do people ‘confirm” 
congratulations; they confirm orders or 
telephone conversations. The writer’s 
reaching for the rubber stamp with 
which to open his letter merely indicates 
that he is really not interested enough 
in his “friend” to think about what he 
is dictating. 


thew writer who wrote the following 
shows that he isn’t sure either of 
his relationship with the writer or of 
his use of language to know what tone 
to adopt or how to maintain it: 

Dear Harry: 

We wish to acknowledge your letter 

of December 29, and are glad to have 

the opportunity to give you a report 

on the picture displayed by our crys- 

tal ball. 
“We wish to acknowledge . . .” and “are 
glad to have the opportunity” are cold 
and impersonal. “Dear Harry” and 
looking into “a crystal ball” are friendlv 
and informal. The combination suggests 
an uncertain or even an insincere writer. 
Few business men would want to deal 
with either. 

Why do writers use such beginning 
sentences and thus invite the disrespect 
or even disapproval of their bored read- 
ers? There are several reasons. Some 
people think, for example, that rubber- 
stamp phrases are “proper.” They don’t 
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wear the formal high collars of the 
1890’s, but they use the formal language 
of that period. Other people just don’t 
pay any attention to the language that 
they use. Still others feel that they are 
too important “to waste their time” on 
polishing an individual letter or on look- 
ing at their writing long enough and 
often enough to keep it efficient. The 
writers of such opening sentences, there- 
fore, indicate to their readers either 
that they are old-fashioned, inattentive, 
or inconsiderate—or all of these. Many 
letter-writers, too, open their mouths to 
dictate before they know what they 
want to say. The result is that their first 
words are either a stalling for time, a 
pawing in the air for ideas, or just plain 
static. Stalling, pawing, and static all 
indicate that a man is standing still 
or making unnecessary noise. None of 
them indicates a man with whom it 
would be profitable to do business. 


LL examples discussed above have 
A been opening and closing sen- 
tences. Imagine, then, how much more 
deadly is a whole letter which contains 
such faults—and many more—through- 
out. How a writer deals with the core 
of his problem is even more indicative 
of the type of person he is than how he 
approaches it and how he leaves it. 

Some executives may write very for- 
mal, wordy, or pomous letters because 
they themselves are really very formal, 
wordy, or pompous. Many more, how- 
ever, write them because they were 
trained to do so. The people under 
whom they broke in as young men wrote 
that way and they unconsciously copied 
the style. Still others have the mistaken 
notion that such writing is “polite” or 
“proper.” The reader of a letter, how- 
ever, cannot tell whether its writer is 
really incompetent or merely misguided. 
Even worse, it may not occur to him 
that there is any reason other than in- 
competence for a very formal, wordy, 
or pompous letter. There generally is 
no question of giving the writer the 
benefit of the doubt because there is 
no doubt. For the same reason there 
is no doubt in the reader’s mind about 
the company that such a man represents. 
Both the writer and the company may 
be as modern and as efficient as next 
year’s electronic calculator. But if the 
executive’s letter doesn’t demonstrate 
that modernity and efficiency to the cus- 
tomer, the sales and production depart- 
ments of the company may never be 
given the opportunity to demonstrate it 
either. bd 
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A carefully planned and then well executed educational program 
directed toward your shareholders and the financial community at 
large will achieve many benefits for your company. The confidence, 
good will and accordingly the active support of your present share- 
holders may be secured, — a valuable asset in the event of a future 
proxy contest. The ownership of your presently outstanding securities 
may be expanded among conservative investors across the country. 
With increasing investment interest, the quoted market price for your 
securities may more fairly reflect your company's present and reason- 
ably prospective future business prospects. 


More Effective Shareholder Relations 


HE pages of the financial press each 

day give example after example of 
the growing importance of effective 
shareholder relations. You read that 
one company seeks approval of its se- 
curities holders at their next meeting of 
a change in capitalization. A second 
company announces an offering of stock 
purchase rights which are being pre- 
sented to its shareholders in order to 
raise a substantial sum of new working 
capital required in its growing business. 
Still, another company, its shares rela- 
tively unknown and selling well below 
book value, is faced with a threat to its 
present management by an opportunist 
raider group which lately became a 
small shareholder and which now seeks 
the support of the many public share- 
holders in a fight for control of that 
profitable company. 

Deep beneath each such current news 
account lies the interesting and more 
fundamental story of the success or fail- 
ure of that company’s program of 
financial relations. Such events will 
soon measure how well each company 
has previously developed and then ex- 
ecuted a carefully planned, broad, ef- 
fective and continuing program in that 
field. 

A dynamic shareholder relations pro- 
gram constitutes a connecting bridge 
spanning the distance between manage- 
ment and the shareholders. As such, it 


should not be a passive, indifferent, 
casual assignment given to a junior staff 
member, to be considered by the Presi- 
dent only upon the occasion of the an- 
nual meeting or an interim crisis. 
Rather, it should be an important, posi- 
tive responsibility of a senior executive 
officer of the company, generally the 
President or Chairman, requiring a por- 
tion of his continuing personal atten- 
tion all through the year. 

To be effective, such a program 
should be an ethical, dignified, long- 
term educational effort to reach, first, all 
the company’s current security holders 
throughout the country, and second, the 
financial community in the principal 
cities across the nation and thereby the 
corporation’s prospective security hold- 
ers. 

The scope and complexity of any in- 
dividual program must be engineered 
and designed with a view to the many 
varying factors inherent in any one par- 
ticular company. ‘These include such 
matters as the size of the company, the 
types and classes of interested security 
holders both individual and_institu- 
tional, geographical areas in which its 
securities are now held as well as areas 
where it is deemed they should be held, 
the company’s potential future capital 
requirements both as to debt as well as 
equity financing, the types of services 
or goods in industrial or consumer 


By Harold W. Danser, Jr. 
Managing Director 

Shareholder Consultants 
Boston, Massachusetts 


fields produced by the company, and 
the nature of the market for its securi- 
ties, either listed or unlisted, active or 
inactive. 

Contemplating the financial programs 
of many corporations, Mr. Frank W. 
Abrams, Chairman of the Board of 
Standard Oil Company (New Jersey) 
has observed that: “Businessmen are 
often ineffective in the field of stock- 
holder relations simply because, being 
businessmen, their principal training is 
in the field of facts and figures. They 
sometimes overlook the fact that human 
life does not move entirely by reason. 
Sentiment and emotion play very large 
roles. It follows, then, that people’s 
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support is not always gained by logic 
and argument alone.” Let us then con- 
sider some of the other factors which 
do induce the support of shareholders. 


fee many printed and typewritten 
reports prepared and mailed in a 
year by the company constitute its pri- 
mary channel of communication with its 
present shareholders. While the com- 
pany officers preparing such material 
understandably are quite interested in 
their own mailings, they must never 
forget that such literature must com- 
pete for the proper portion of each 
shareholder’s attention in the face of 
similar pieces he is receiving all year 
from perhaps dozens of other com- 
panies whose shares he owns, to say 
nothing of the deluge of miscellaneous 
non-financial literature deposited daily 
upon him by his letter carrier. 

The single most important contact, of 
course, is the annual report. In fact, the 
President of Eastman Kodak Company, 
Mr. Albert K. Chapman, has com- 
mented: “At Kodak we approach the 
annual report as the most important 
general publication we put out—and its 
production as one of our most exacting 
communication jobs. No piece of busi- 
ness literature, as I see it, must convey 
so much understanding—of so many 
subjects—to so many people as the an- 
nual report. It must be the story of a 
company’s problems, practices, policies, 
its achievements and failures of the past, 
its hopes and plans for the future. All 
this must be told within a few pages, 
compact yet complete.” 

It is important that a major effort by 
the responsible people throughout the 
company be expended in the prepara- 
tion of a modern report. While the 
format of the annual report will prop- 
erly vary in the instance of any par- 
ticular company, nevertheless it is cur- 
rently believed that a modern report 
should generally contain certain fea- 
tures substantially in this sequence: 


1. An attractive cover design or illus- 
tration indicating the company’s 
primary business activity. A photo- 
genic and well labeled cover will 
appeal to the reader and stimulate 
him to peruse the report further. 


2. Pictures and brief sketches of the 
business background of each di- 
rector as well as pictures of each 
officer. The shareholder instinctively 
feels closer to his directors and man- 
agement when he can actually see all 
their pictures and read about the 
directors’ other corporate interests 
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and experience. 

3. A table of contents. This permits 
the hurried reader to find quickly 
just what he seeks. 

4. A summary of highlights of the 
year’s results. The shareholder un- 
familiar with detailed financial state- 
ments, as well as the casual reader, 
may find on this page at a glance 
the salient dimensions of the finan- 
cial position, operating results and 
business backlog of the company, all 
compared with the previous year. 

5. A brief and interesting statement of 
not more than two pages over the 
signature of the President or Chair- 
man, discussing trends and the fu- 
ture business outlook for the entire 
industry and particularly for the 
company, if possible treating with 
future dividend policy, long range 
business objectives and manage- 
ment philosophy. 

6. A full and adequate narrative sec- 
tion on each major aspect of the 
company’s present activities as it 
may have a bearing on the com- 
pany’s future growth. 


7. Financial statements in two year 
comparative form, including com- 
plete notes and auditor’s certificate. 


8. A ten year detailed table of com- 
parative operating statistics, with a 
full range of data presented on a 
gross, per share and operating ratio 
basis, the particular data, of course, 
varying widely from industry to in- 
dustry. 


0 achieve a readable report which 

will carry maximum investor im- 
pact, the annual report should make ap- 
propriate use of color, of charts, graphs 
and maps to portray trends, ratios and 
distributions, and of pictures of the 
company’s plants and processes, its 
products and their uses. The annual 
report, both in its content and its man- 
ner of presentation, should clearly catch 
and reflect that intangible—the essential 
character and spirit of the company, 
whether it be conservative or progres- 
sive, already mature or still growing, 
and enjoying established products or 
developing new ones on the frontiers 
of science. 

There has been a growing awareness 
on the part of management of the im- 
portance of publishing a truly modern 
annual report. The interest has been 
sparked by Financial World which, 
commencing in 1941, has sponsored 
each year a survey covering some 5,000 
annual reports of companies whose se- 
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curities are rather broadly held through- 
out this country, Canada and Latin 
America. A screening committee of se- 
curity analysts carefully reviews all 
these entries each year, deciding upon 
those that properly exemplify the tenets 
of modern annual reporting. As Figure 
1 portrays, the number of reports rated 
“modern” has increased steadily over 
the past two decades to 38% of the total 
judged. Some 62% of all the reports 
studied and evaluated, however, are still 
deemed “below standard,” manifesting 
on the part of the management of over 
three thousand corporations an apparent 
indifference to their most important link 
with the holders of their securities. 


fig especially outstanding modern 

annual reports recently selected by 

the board of judges of Financial World 
comprise the following: 

Best of all transportation (and best of 
all industry) — The Pennsylvania 
Railroad Co. . 

Best of all manufacturing—Marquette 
Cement Mfg. Co. 

Best of all merchandising—Radio Cor- 
poration of America 

Best of all public utilities—Dayton 
Power and Light Co. 

Best of all financial institutions—Insur- 
ance Co. of North America. 

Best of all consumer goods—Container 
Corporation of America. 

Best Canadian—Dominion Stores, Ltd. 

Best of all Latin American—Brazilian 
Traction Light & Power Co. 

An indication of the improvement in 
annual reporting is suggested by the 
comparison in Figure 2 of the appear- 
ance of some of these award winning 
reports with those of the same corpora- 
tions dated in the late 1940’s. 

Readers personally interested in 
studying the many excellent features 
contained in these especially outstand- 
ing reports might well write to the 
companies for copies in order further 
to improve their own future work. It is 
also suggested that the reader obtain 
copies of annual reports from the maxi- 
mum number of companies identified 
with his own particular industry, in or- 
der to study the variety of techniques 
in annual reporting on businesses close- 
ly similar to his own. Additionally, the 
reader may find helpful the comments 
on his industry’s annual reports set 
forth in one of the reports of the Cor- 
porate Information Committee of the 
National Federation of Financial Ana- 
lysts Societies. 

Turning now to some of the other op- 
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portunities to achieve an effective share- 
holder relations program, particularly 
as it may be addressed toward the com- 
pany’s present security holders, careful 
attention should also be given to the 
preparation and distribution of various 
types of communications with share- 
holders in addition to the annual re- 
port, such as: 

1. Letters of welcome to new share- 
holders; warm, sincere, cordial and 
friendly greetings contained in a 
personal letter from the company’s 
President or Chairman. Samples of 
consumer goods produced by the 
company may also be forwarded, if 
appropriate, such as cigarettes, pa- 
per cups and food products, thus 
creating the first bonds of loyalty 
of yet another shareholder as a con- 
sumer of his company’s products. 


2. Acknowledgment of receipt of prox- 
ies for shareholders’ meetings; brief 
printed notes thanking the share- 
holders for their expression of con- 
fidence in the management. 

3. Summaries of minutes of sharehold- 
ers’ meetings; short printed sum- 
maries of resolutions adopted and 
key business transacted at each 
meeting. 

4. News bulletins on important busi- 
ness developments; brief printed 
discussions of the basic significance 
of major constructive or adverse 
events. 

5. Quarterly reports and dividend en- 
velope inserts; somewhat personal, 
informal illustrated messages com- 
menting on the significance of quar- 
terly data rather than just furnish- 
ing an impersonal comparative sta- 
tistical statement of sales, profits and 
backlog alone. 

6. Copies of important speeches deliv- 
ered or articles written by the com- 
pany s officers; reprints of addresses 
considered timely or pertinent to the 
company or its industry. 
Appropriate sales brochures and 
literature on new company products; 
brief printed material giving the 
shareholders the same firsthand pic- 
ture of the quality, usefulness and 
importance of the company’s prod- 
ucts or services as may be given to 
its prospective customers. 

». Letters of regret to shareholders who 
liquidate their investment; personal 
letters expressing the concern of the 
President or Chairman of the com- 
pany that the shareholder has left 
the corporate family, and expressing 
the hope that at some time in the 


future he may again renew his hold- 
ings. 

While printed communications serve 
as a continuing basis of approach to all 
the company’s shareholders, both large 
and small, the President or Chairman 
should in addition undertake to become 
personally acquainted with the com- 
pany’ major shareholders, whether 
they be individuals, trusts or corpo- 
rations. In fact, a visit from a senior 
company executive, perhaps once a year, 
in conjunction with some other com- 
pany business that brings the executive 
into that general vicinity anyway, will 
singularly impress the large shareholder 
and further assure his support, and in 
turn may often yield the company valu- 
able and constructive suggestions. 

All in all, an effective shareholder 
relations program must by definition be 
a successful human relations program. 
The result of a successful program is 
that the shareholder will come to feel he 
is almost a partner of the company, and 
when from time to time he may liqui- 
date certain security holdings to create 
cash or to reinvest in other more highly 
recommended situations, he may well 
continue to hold the shares of companies 
with which he feels familiar, and sell 
those with which he is relatively un- 
acquainted. 


A SHAREHOLDER relations program 
not be turned on or off at will, 
when those responsible happen to have 
time for it, or whenever a threat of a 
minority outside interest usurping con- 
trol rises on the future horizon. In fact, 
when raiders strike for control of a 
company, its shareholders invariably 
more firmly support a management 
which has already consistently and 
actively been soliciting their support, as 
compared with a management transpar- 
ently solicitous of shareholders only at 
the last minute and actually fearful for 
their own executive positions. Further- 
more, such an eleventh hour campaign 
of defense is many times more expen- 
sive than a continuous and normal 
shareholder relations program. 
Probably few companies match the 
time and effort spent each year on their 
shareholder relations program by Amer- 
ican Telephone and Telegraph Com- 
pany, whose secretary, Mr. S. Whitney 
Landon, has observed: “The puipose of 
stockholder relations activities is to 
build up and maintain a friendly, coop- 
erative and understanding group of 
stockholders.” This company’s group 
now numbers over one million share- 





holders, the largest number for any pub- 
licly held company in the world, and 
their cordial good will is one of the 
company’s most important assets. 

Mr. Paul W. Johnston, President of 
Erie Railroad, has said: “What really 
counts in shareholder relations is the 
progress made over the years in bring- 
ing the owners into more direct contact 
with the company and in keeping them 
fully informed of the problems of the 
company in which they have invested 
their savings.” 


4 eae the respect and solid sup- 
port of present shareholders, how- 
ever, is but one-half of the program — 
the other is developing prospective in- 
vestment shareholders. In fact, healthy 
continuing growth and addition to the 
company’s family of shareholders is 
necessary just to offset the inevitable 
liquidation of ownership from time to 
time by former security holders, it be- 
ing estimated that there is at least a ten 
percent “mortality rate” each year 
among the holders of record of the 
securities of the average corporation. 
Over 90% of all new investments in 
securities are made either directly or 
indirectly upon the recommendation of 
the many members of the financial com- 
munity, including partners, executives 
and security analysts associated with 
commercial and investment banking 
firms, with investment counsel firms and 
with many other financial institutions. 
Especially significant are the recom- 
mendations of the analysts of the large 
volume securities buyers, such as insur- 
ance companies and mutual funds. With 
securities of well over ten thousand pub- 
licly owned corporations to choose from, 
the members of the financial community 
have too limited time available to un- 
dertake independently to evaluate all 
these issues themselves. Accordingly, 
the company having a well-planned and 
continuing educational program directed 
toward cultivating the constructive con- 
fidence and interest of these many mem- 
bers of the financial community may 
expect over the longer term future a 
steady broadening of investment owner- 
ship of that company’s securities. Such 
a company may also expect that its 
securities may sell at a level more fairly 
reflecting the present and the reasonably 
probable future business prospects of 
the company. Accordingly, new capital 
issues may more readily be placed, and 
often with less dilution of equity for the 
original shareholders. Furthermore, the 
shares of that company will no longer be 
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as attractive to raiders, who primarily 

seek control of profitable companies 

whose shares are inactive and have 
drifted to lower levels due to apathy and 
indifference on the part of management. 

It is therefore important to plan and 
then to execute a long-term educational 
program directed toward the entire 
financial community, and especially the 
nearly five thousand security analysts all 
across the country who are affiliated 
with the National Federation of Finan- 
cial Analysts Societies. Let us then con- 
sider some of the major aspects of such 

a program: 

1. Meetings for Members of the Finan- 
cial Community. The senior execu- 
tive officer of the company responsi- 
ble for shareholder relations should 
arrange several itineraries across the 
nation each year, scheduling meet- 
ings in a series of key financial 
centers. Each city important to the 
company, first because of an already 
Jarge concentration of shares among 
the clientele of investment bankers 
in such cities, or secondly, important 
perhaps because so few shares are 
held in its environs, should if pos- 
sible be visited each year. He should 
present in a maximum period of 
one-half hour a concise, frank and 
vigorous extemporaneous analysis 
and review of the company’s recent 
operations and a preview of its fu- 
ture plans, well-documented by 
graphic charts, booklets and other 
visual aids. He should then be pre- 
pared to answer questions for a 
second half-hour period. These edu- 
cational meetings may take the form 
of: 


(a) small private luncheons for per- 
haps ten to twenty guests, 
carefully chosen as to their real 
interest in at least the industry 
if not the specific company it- 
self. Because of the wide range 
of corporate activities and the 
impossibility of security ana- 
lysts following developments in 
all companies, a major degree 
of specialization has developed 
among analysts. Hence, care 
should be taken to extend in- 
vitations just to those analysts 
or others in the financial com- 
munity who are known to be 
especially interested in the com- 
pany’s field of endeavor. The 
purpose of a small private 
luncheon is, of course, to pre- 
sent the story of the company’s 
business aimed directly at a 
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2. Plant Tours for Analysts. 


carefully chosen, concentrated 
small target. Furthermore, in 
such a small meeting there is 
achieved a closer understanding 
among those participating, and 
an opportunity to pursue a 
more specific series of questions 
following the presentation, than 
is possible before a much larger 
audience. 

(b) appearances before large lunch- 
eon meetings, sometimes ar- 
ranged by the company but 
often by the security analysts 
themselves, and attended by 
anywhere from fifty to several 
hundred financial people. Mem- 
bers of regional analysts soci- 
eties meet together regularly at 
intervals, ranging from twice a 
month in the case of those in 
smaller cities, to daily in the 
case of the New York Society 
of Security Analysts. Invita- 
tions to address such meetings 
offer valuable opportunities to 
reach a genuinely interested 
audience (at a time, of course, 
when the company does not 
contemplate public financing). 

(c) large mid-afternoon meetings 
and receptions, usually for over 
a hundred interested guests. 
The company may invite to 
such meetings a still wider 
group of representatives of 
financial institutions and _per- 
haps larger local shareholders. 

In care- 
fully selected groups of from about 
five to twenty, analysts known to be 
particularly interested in the indus- 
try and possibly in the company it- 
self should be invited as guests each 
year to visit the company’s plants, 
either for a one day or for longer 
programs. Sometimes plant tours 
may coincide with the opening of 
new production or service facilities, 
or may be occasioned by anniver- 
saries of the company’s history. 


| omar pe it is appropriate to fur- 
nish each guest with a memento of 
the occasion of the meeting, whether it 
be a plant visit or a meeting in the 
financial community. Sometimes this 
may be in the form of an actual sample 
of the company’s product, or a minia- 
turized desk model which might serve 
as a paperweight. 

Meetings held in financial centers and 
in plants give the members of the finan- 
cial community an opportunity to ap- 
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praise the competence of the company’s 
top management, their enthusiasm, abil- 
ity and perspective, and also enable 
them to secure a firsthand, three-dimen- 
sional picture from time to time of the 
company’s progress toward its long- 
term goals. Programs such as these 
serve an important function to invest- 
ment advisors in their continuing search 
for sound investment opportunities in 
companies with which they may not 
previously have been given an oppor- 
tunity to become closely acquainted. 

3. Meetings with Securities Rating 
Agencies and Investment Advisory 
and Counsel Services. The company’s 
President or Treasurer should make 
personal calls on the editors or spe- 
cialists of these concerns. Detailed 
statistical and analytical data should 
be made available for their study, 
and every effort should be expended 
to furnish whatever additional in- 
formation may be desired in order 
that the company’s security issues 
may be assigned the highest justi- 
fiable rating classification in the in- 
terests of the company securing the 
best possible terms upon the occa- 
sion of future financing. 

4. Mailing Programs. The broad cir- 
culation of the annual report and 
of certain other important interim 
releases, beyond their normal dis- 
tribution to present shareholders, 
will broaden the base of interest and 
confidence in which the company’s 
securities are regarded. For exam- 
ple, Mr. W. A. Wecker, President 
of Marquette Cement Manufacturing 
Company, in an article entitled 
“Selling Private Enterprise via the 
Annual Report,” has said: “The em- 
phasis with us is on making the an- 
nual report serve as an instrument 
of education for the many different 
segments of our public, which, of 
course, includes our stockholders. 
But it also includes many other im- 
portant groups whose thoughts and 
actions have a tremendous bearing 
upon the forms our society will take 
in the future.” 

There should be very carefully 
developed for each company a spe- 
cial mailing list particularly tailored 
to the needs of the company, cover- 
ing: 

(a) the home or community level, 
including the company’s em- 
ployees, customers, sub,contrac- 
tors, suppliers, applicable local 
governmental agencies, opinion 
leaders and clergy in the com- 
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munity, local Chamber of Com- 
merce, Rotary, Kiwanis and 
other service groups. Source 
data for this list lies primarily 
within the company’s own pres- 
ent records or is available on 
the local scene. 

(b) the national level, including the 
officers, partners and the se- 
curity analysts of the numerous 
financial and investment coun- 
seling concerns, investment 
trusts, foundations and funds, 
insurance companies, securities 
rating bureaus, and financial 
libraries across the country. 
Source data for this portion of 
the list is extensive and varied, 
and a particular list can be de- 
veloped only by carefully select- 
ing names of those especially 
interested in the appropriate in- 
dustry through study of such 
publications as “Security Deal- 
ers of North America,” an an- 
nual listing of the personnel of 
all securities firms, and “Direc- 
tory of Memberships,” an an- 
nual listing of the members of 
the National Federation of 
Financial Analysts Societies. 

5. Releases to the Financial Press. The 
senior officer responsible for share- 


holder relations should always be 
alert to see that a succession of news- 
worthy releases are from time to 
time prepared and distributed to 
both the local and national financial 
press in order to continue to call the 
attention of potential investors to 
interesting developments affecting 
the company and its securities. In 
addition, the availability of the an- 
nual report, or perhaps other special 
material, may in certain instances be 
advertised in limited areas or na- 
tionally to fyrther the same purpose. 


HE importance which one of the 

largest companies, General Motors 
Corporation, attaches to an effective 
shareholder relations program in broad- 
ening the future investment ownership 
base of a company’s securities is well 
summed up by its Chairman, Mr. Alfred 
P. Sloan, Jr., who has said: “I look 
upon the annual report as the most 
important aspect of stockholder rela- 
tions, but in no sense the only aspect. 
Annual reports, from their very nature, 
come only once a year. It is essential, 
in order to capitalize management's op- 
portunity and responsibility, to contact 
ownership more frequently. Quarterly 
reports are a useful medium but are 
generally confined to the financial area. 


The annual report should be supported 
by periodic messages dealing more 
specifically not only with the problems 
of the moment as they arise from time 
to time within the individual business 
but with policies as affecting the prog- 
ress and stability of enterprise in gen- 
eral. A constructive annual report sup- 
ported by periodic messages can do 
much to expand the ranks of investors 
by drawing more and more people into 
enterprise as stockholders. No more 
constructive approach can be made to 
promote and support the capitalistic sys- 
tem. Our goal should be to have every 
American a stockholder in business.” 
In summary, most of our country’s 
major corporations have become alert 
and active in that vital quadrant of 
senior management’s _ responsibilities 
labeled shareholder relations. The feel- 
ing still persists, however, among the 
executives of a number of conservative 
older firms that should they adopt a 
program substantially parallel to that 
proposed in this report, their conduct 
might somehow be deemed reprehensi- 
ble. Fortunately for the shareholders 
themselves, more and more companies 
each year since World War II have 
joined the ranks of modern corporations 
which have seriously undertaken a 
broad shareholder relations program. 
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Management Award Voted To H. Thomas Hallowell 


THOMAS HALLOWELL, JR., president of Standard Pressed Steel Co., Jenkintown, was chosen by the Phila- 


¢ delphia Chapter of the Society for Advancement of Management to receive its second annual Management 


Mr. Hallowell, who is also president of the American Standards Association and a foremost national spokesman 
for the use of capital to increase industrial productivity, was honored for outstanding contributions to the advancement 
of management as a profession and a science. 

Presentation of the award, which last year went to Thomas B. McCabe, president of the Scott Paper Company, 
was made at the luncheon meeting of the Philadelphia S.A.M.’s Eighth Annual Conference, February 10, at the Ben- 


Mr. Hallowell has been with Standard Pressed Steel since graduating from Swarthmore. He was made a superin- 
tendent in 1930, the plant manager in 1943, vice president and general manager in 1948 and president in 1951. 

Under his direction, SPS has expanded to become one of the giants of the fastener industry. The company, which 
manufactures precision metal fasteners, aircraft specialties and shop equipment, has wholly owned affiliates in Cleve- 
land, Los Angeles, Toronto and Coventry, England. 

He is a trustee of the Pennsylvania State University, a director of the Cincinnati Shaper Company, Cincinnati; 
The American Pulley Co., Philadelphia; the Jenkintown Bank & Trust Company and the Pennsylvania Manufacturers 
Association, and a director and vice president of the Montgomery County Manufacturers Association. 

The employee relations program at SPS, one of the most advanced on the American industrial scene, provides 
for comprehensive and liberal employee benefits, continuing employee instructions and training, upgrading rather than 
hiring from without, review regularly of each man’s job and his performance. 

Mr. Hallowell received the Annual Industrial Relations Achievement Award of the National Metal Trades Asso- 
ciation in 1953 for the outstanding employee relations program of his company. He was elected an honorary mem- 
ber, in 1954, of the Pi Tau Sigma, National Honorary Mechanical Engineering Fraternity, by the Zeta Chapter 7 
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New Management Writing .. . 





HANDBOOK OF UNION GOVERNMENT, 
STRUCTURE AND PROCEDURES 


By James J. Bambrick, Jr. and 
George H. Haas. National Indus- 
trial Conference Board, Studies in 
Personnel Policy, No. 150. Pub- 
lished by NICB, 460 Park Avenue, 
New York 22, N. Y. Price $3.00. 
pers can be little debate about the 
need for an up-to-date reference 
book on contemporary unionism in the 
United States. NICB’s publication of its 
Handbook of Union Government, Struc- 
ture and Procedures fulfills this need in 
a most admirable fashion. What is 
more, it makes for interesting reading 
—a quality difficult to achieve in a 
handbook-type publication. 

The Handbook is a summary of per- 
tinent provisions in the constitutions of 
194 American labor unions (110 AFL, 
29 CIO, and 55 Independent unions) , as 
well as a detailed examination of the 
merged AFL-CIO Federation—its his- 
torical background, organization struc- 
ture, finances, and government. Actu- 
ally, the research study involves two 
publications: A 320 page Sourcebook, 
which contains verbatim quotations of 
the provisions of the 194 union consti- 
tutions studied, and the Handbook, a 
120-page digest of the material found 
in the larger Sourcebook. 

A reading of the Handbook provides 
a wealth of factual information on such 
significant questions as the following: 
. . . Are unions democratic in their ad- 
mission policies? Thirty-nine of the 194 
union constitutions have specific provi- 
sions which declare that all persons 
qualified for membership shall be ad- 
mitted regardless of race, creed, color 
or national origin. These thirty-nine 
unions have a membership of 4,329,551 
out of a total estimated membership of 
17,500,000 for the 194 unions included 
in the study. Five unions have provi- 
sions in their constitutions which bar 
Negroes and other racial minorities 
from membership. These unions have a 
membership of 442,000. Fifty-six 
unions, with a membership of 6 million, 
have specific provisions which bar Com- 
munists and other subversive elements 
from membership. 

The majority of unions (125 out of 
194) admit all workers at trades or in 
industries under their jurisdiction. 
Forty-four other unions admit new 
members after a period of apprentice- 
ship training, and a total of 17 unions 
employ a system of “fraternal” voting 
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before a new member can be admitted. 
Under this system, an applicant is re- 
jected if a certain proportion of mem- 
bers “blackball” him. 

. . . How high are union initiation fees? 
This study contains a tabular listing 
of the exact revenue provisions of each 
of the 194 union constitutions, and re- 
veals that initiation fees vary from 65c 
to $250. In many cases the constitu- 
tion sets the minimum fee to be 
charged, leaving the exact amount to 
be determined by the local union. 

. . . What are the provisions concerning 
union dues? Most of the constitutions 
set a minimum and/or maximum 
amount of dues and initiation fees 
which the local may charge. Within 
limits, then, the local may set its own 
charges. The 194 unions covered in 
the study take in roughly $457,000,000 
a year in dues, and approximately 
$228,000,000 of this amount goes to the 
national or international headquarters 
of the union. The remainder stays in 
the local treasury. 

. .» Where does union authority reside? 
With the local union or with the inter- 





ADVANCED MANAGEMEN? 


national headquarters? Who has au. 
thor to authorize a strike action? Wh: 
has authority to approve the terms o! 
collective bargaining agrements? Wha 
are the strike vote procedures? These 
questions are examined in detail in 
three sections of the Handbook. 
. . . How are unions governed? How 
are union presidents elected? Hov 
collective bargaining agreements? Wha! 
provisions are made for union dis 
cipline? How is a member repri- 
manded, fined, suspended or expelled? 
All of these questions—and many 
more—are answered in factual detail on 
basis of the constitution provisions of 
104 American unions. Needless to say, 
the Handbook does not provide value 
judgments about union government, 
structure, and procedures. It is intended 
to provide information, and that is pre 
cisely what it does in an authoritative, 
well-organized and readable manner. 


Ropert H. Laws 
Economics Director 
Society for Advancement 
of Management 
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PSYCHOLOGY OF PERSONNEL 
IN BUSINESS AND INDUSTRY 


By Roger M. Bellows. Prentice- 
Hall, Inc., Englewood Cliffs, 
N. J. 1956. $5.50. 


INDUSTRIAL ORGANIZATION 
AND MANAGEMENT 


by Lawrence L. Bethel, Frank- 
lin S. Atwater, George H. E. 
Smith, Harvey A. Stackman, Jr. 
McGraw-Hill, 330 W. 42nd St., 
New York 36. 1956. $6.75. 


MANAGEMENT IN ACTION 


By Lawrence A. Appley. Ameri- 
can Management Association, 
1515 Broadway, New York 36, 
N. Y. $5.00 (AMA Members 
$3.50). 382 pp. 





WORK AND AUTHORITY 
IN INDUSTRY 


Ideologies of Management in 
the Course of Industrialization, 
by Reinhard Bendix. John 
Wiley & Sons, Inc., 440 Fourth 
Ave., New York 16, N. Y. 1956. 
466 pp. 10 illus. $7.50 


EMBEZZLEMENT CONTROLS 
FOR BUSINESS ENTERPRISES 


By Lester A. Pratt, C.P.A. Pub- 
lished as a service to employers 
by Fidelity and Deposit Com- 
pany of Maryland, American 
Bonding Co., Baltimore, Md. 


WORKER SATISFACTION 
AND DEVELOPMENT 


A Case Study of Work and 
Social Behavior in a Factory 
Group, by A. Zaleznik. Harvard 
Business School, Division of 
Research, Boston 63, Mass. 148 
pp. bibliography. 1956. $2.00. 


MANAGEMENT FOR 
TOMORROW 


Proceedings of the 8th Annual 
Conference of the Philadelphia 
Chapter of Society for Ad- 
vancement of Management. 
Published by Chilton Company, 
Chestnut & 56th St., Philadel- 
phia. 179 pp. $6.00. 1956. 
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Social Security, Materials 


With Other Supervisors. 


U. S. Government Films 


For Management 


U. S. Government Films has issued a new free catalogue 
describing some 300 selected films for use in Management and 
Training programs of business and industry. The general sub- 
jects dealt with in these special groupings of films are Man- 


agement, Engineering, Supervision and Training. 


The Management Group films are on such subjects as Safety, 


Handling, Work Simplification, 


Sanitation and Merchandising. 


A special group of 19 films under the general classification 
of Supervision deal with such subjects as Developing Coopera- 
tion, Instructing the Worker on the Job, Maintaining Quality 
Standards, Placing the Right Man on the Job, and Working 


Requests for the new catalogue should be sent to: 


United World Films, Inc. (Govt. Dept), 
1445 Park Avenue, New York 29, N. Y. 





for 


P.S. Don't forget the fine set of Rating 
Films available through the Society 


Advancement of Management. 


PROFESSIONAL 





BRUCE PAYNE 


ans ASSOCIATES 'nc-. 
MANAGEMENT CONSULTANTS 


WE TPORT 1, CONN. 
0 he) ae oe ae 
OSTON 16.MASS. 
CHICAGO 1. ILL. « ATLANTA S,GA 
RICD DED SANEIRO, BRAZIL 
MONTREAL 2.CANADA 








ADVANCED MANAGEMENT 


Is Read Monthly By 
30,000 Readers 


Our Rate Card Will Be 


Sent on Request 














REPRINTS 


are available 
on all articles 
appearing in 


ADVANCED 
MANAGEMENT 


25c each for reprints in stock. 
Minimum order of 100 copies on 
out-of-print articles or new articles 
that have not yet been reprinted. 





Specifications for over- 
head track systems have 
been prepared by the 
Monorail Manufacturers 
Association. Copies are 
available by writing to: 


MONORAIL 
MANUFACTURERS ASSOCIATION 


71 W. 35th St., New York I, N. Y. 








CHAPTER PERFORMANCE 
AWARDS REPORT 
For Period of July 1, 1955 to 
May 31, 1956 


Hudson Val...11096 Columbus ... 5319 
Knoxville ....10011 TR 5 ctu 5303 


Providence .. 9396 Clearing .... 5263 
Washington .. 8638 Baltimore ... 5182 
Lancaster .... 8308 Alabama .... 5181 


Wilmington .. 7907 
Greensboro .. 7772 
Sacramento .. 7750 
Philadelphia . 7652 


Worcester ... 5073 
Richmond ... 4798 
Lehigh Val.... 4776 
New Orleans . 4663 


West. N.C... 7612 Madison .... 4579 
Cleveland ... 7355 Portland ..... 4345 
Bridgeport ... 7060 Saint Louis... 3724 
Milwaukee ... 7013 Georgia ..... 3387 


Chicago ..... 6921 New York.... 2922 
Indianapolis . 6899 San Francisco. 2667 
New Haven .. 6863 Cent. Pa..... 2277 


Raritan Val... 6863 Detroit ...... 2083 


Boston ...... 6809 West. Mass... 1538 
Northeast. Pa. 6792 Cent. N. Y.... 1512 
Tren.-Del. Val. 6662 Athens ...... 454 
Nashville .... 6479 Hartford .... 350 
Twin City .... 6451 Calumet ..... 
Binghamton .. 6413 Charlotte .... 
Pittsburgh ... 6285 Cincinnati ... 


Reading ..... 6266 Dayton ...... 


Los Angeles.. 6257 Fox Valley.... 
No. N. Jersey. 6239 Long Island .. 
Greenville ... 6214 No. Alabama. 


Kansas City.. 6051 
Montreal .... 5439 


Puerto Rico .. 











RATES: Classified insertions billed at $1.50 a 
line per issue for Positions Open, $1.00 for 
Positions Wanted. Lines average 30 characters. 
Boldface heading counts as two lines. There 
are 7 lines to an inch. Minimum insertion 
charge on five-line basis. Display ads at a 
minimum of I'/ Inches. Copy required not 
later than the [2th of month preceding pabil- 
cation date. 

Answers to box number ads should be 
addressed to given box number, care of AD- 
VANCED MANAGEMENT, 74 Fifth Ave., New 
York 11, N. Y. 














31 








Were Not Just Showing Off! 
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Don‘t Miss Them! 


MEASUREMENT OF MANAGEMENT 
S.A.M. Annual Fall Conference 
October 25-26 « Hotel Statler « New York City 


OPERATIONS RESEARCH 
Conference 
November 29-30 « Hotel Commodore « New York 











'  §$ A.M. 
CONFERENCES 


Really 
Delivers 
the 
Goods 


S 


Do You Have All The Answers ? 





If not, you need the vital solutions 
and the advice which the experts in 
all branches of management can 
give you — and you can meet such 
experts at S.A.M. Conferences. 
Speakers on topical problems are 
selected from top spots in Business, 
Industry and Education, and they re- 
port on the newest developments 
and on results of those new ideas 
when applied practically in Business 
and Industry. 


Do You Want To Make New Contacts ? 











You will meet top men in Business, 
Industry and Education at S.A.M. 
Conferences. There will be cocktail 
parties, luncheons and dinner where 
you can sit down and exchange ideas 
and information with men in your 
own field and in other branches of 
management which may interest you. 


If you are not a S.A.M. member, but would like to 
receive announcements of all S.A.M. Conferences, 
just send a postcard requesting this information to: 
Conference Director 
SOCIETY FOR ADVANCEMENT OF 
MANAGEMENT 
74 Fifth Avenue, New York 11, N. Y. 





